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e In the Record e 


Anniversary 


The Board is celebrating its 41st anniversary this month with 
a varied and solid program of conferences, on the sixteenth and 
seventeenth, at the Waldorf-Astoria Hotel. At a second-day 
session on “Economic Concentration: Extent and Dangers,” 
able speakers, under the chairmanship of Donald S. Leslie of 
the Hammermill Paper Company, discuss the general subject 
along with a report on conceniration soon to be released by the 
Antitrust Subcommittee of the Senate Committee on the 
Judiciary. Good background for the session is provided in this 
issue of the Record in the article on “Economic Patterns in 
Merger Cases.” Three double pages of a “talking table” sum- 
marize actions brought since the new merger law went into 
effect in 1952. 

The article should be read in its own right for its systematic 
presentation of information “on the twenty-nine mergers and 
acquisitions challenged by the enforcement agencies and of the 
principal kinds of economic facts and conclusions alleged.” 

(Page 214) 


And speaking of concentration, 


“|. . the president of a paper and allied products company goes 
as far as to say that ‘competitive survival involves constant ap- 
praisal of clerical and administrative processes to determine how 
paper work can be streamlined and handled more automatically.’ ” 
This quote, from our monthly survey of business experience, 

is taken from the section dealing with motivations behind the 
“Trend Toward Mechanizing Office Work.’”’ What is happen- 
ing to the 177 cooperating companies in their efforts to 
modernize their office procedures is related in the survey 
report starting on page 239. Among some of the aspects dis- 
cussed are: 

How big do you have to be to office-mechanize? 

How expensive is the process? 

How much less expensive (or less cheap) are opera- 

tions? 
On the organization side, who directs the office force? 


Who directs the director? 


Our opening piece— 


—this month is on Britain: her economics and her defense. 
Professor John Jewkes of Oxford University, writing for the 
March issue of a British bank journal, raises the same kind of 
questions Parliament has recently been grappling with and 
has seemingly come up with the same kind of answers. The 
author, who is a professor of economic organization, in review- 
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ing “this war-ridden century” denotes “precisely the point at 
which during the first and second world wars the economic 
difficulties of Britain became most manifest and most danger- 
ous.” He demonstrates that by her “war potential... 
Britain is stronger now than ever before.” Yet there still 
remains this “most manifest and most dangerous” difficulty— 
an economic weakness essentially military, or is it a military 
weakness essentially economic? 

The problem as stated and the solution suggested throw 
light on Britain’s current attempts to gird herself for the days 
ahead . . . as well as on some important economic aspects of 
national life. (Page 202) 


Across the channel, 


countries are also grappling with some economic facts of 
second-half twentieth-century living. Can nations, like com- 
panies, make a go of merging their economies the better to 
compete with large areas already in existence—some strong, 
some only beginning to make a stir: U.S.A., U.S.S.R., China, 
India, the British Commonwealth. . . .? 

What is this European Common Market? What are the 
chances of its developing into something good that will bring 
a higher average living standard for those comprising it? Here 
are six countries geographically connected with a population 
of around 160 million with plans drawn for a common market. 


Are they working plans or more like those many 
plans that have been lost on the sands of history? 

Of what do the plans consist? 

How soon and how much might they affect United 


States trade? 
What other implications does a study of the treaty 
reveal? (Page 206) 


On the Business Outlook 


“. . . it is not too much to say that forecasters have continuously 
erred on the low side in weir forecasts of expansion for postwar 
years principally because they have underestimated the willing- 
ness of consumers to enlarge their instalment debt burden, and the 
willingness of lenders to extend the terms of instalment contracts. 
By the same token, any appreciable reluctance on the part of con- 
sumers to allow their debts to continue to grow, relatively to their 
income, would mean a substantial alteration in business condi- 
tions.” 
—Excerpt from “Autos and the Trend,” this 
month’s Business Highlights, for which see 
page 227. 


ECONOMICS AND DEFENSE 


by John Jewkes, C.B.E. 


Professor of Economic Organization, University of Oxford 


that, because of the limitations of economic 

strength, Britain must henceforth refrain from 
pursuing an independent foreign policy and, above all, 
from employing her armed forces except for purposes 
which have had the prior consent and enjoy the active 
aid of some international authority, including the 
United States? 

There are, of course, many people who strongly be- 
lieve that, on ethical grounds alone, every civilized 
country should renounce the unilateral use of force; that 
all disputes should be submitted to a higher inter- 
national authority for settlement by discussion, per- 
suasion and compromise. On that attitude I pass no 
comment; it is one into which economics can hardly 
enter. Nor can it seriously be denied that, where the 
choice exists, it will always be infinitely preferable that 
we should act alongside staunch friends with whom we 
share a common cause. In any case, we have specific 
obligations under NATO; we have responsibilities, 
although vaguer, as a member of the United Nations. 
In any large-scale attack on the Western countries we 
would presumably be found acting with allies. That, 
however, is not the kind of case being discussed here. 
There are still parts of the world, not covered by 
schemes for Western defense, where subversive activi- 
ties and local conflagrations might conceivably threaten 
our interests and where, even if the United States were 
lukewarm or slow to move and the majority vote of the 
United Nations openly hostile, it might be deemed 
proper to employ force. Must we, in fact, put all such 


ideas out of our heads because we are literally too poor 
to fight? 


OW valid is the opinion, by now quite widespread, 
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All through this war-ridden century, experts were to 
be found who could prove, at least to their own satis- 
faction, that wars on any signiucant scale could not 
break out or, if they did, would inevitably come to a 
swift end through economic collapse. Before the First 
World War it was common to assert that large-scale 
hostilities would bring about something vaguely de- 
scribed as “financial crisis,” a breakdown of monetary 
and banking systems. Between the two world wars the 
argument shifted; then it was said that the enormous 
cost of modern armaments would eat up such a large 


This article, reprinted from the District Bank Review, 
published by the District Bank, Limited, Spring Gardens, 
Manchester 2, England, seems unusually timely. Appear- 
ing in the March issue of the Review, the article is a sum- 
mation of British thought on the economic phase of a 
problem that has already led to important revamping 
of Britain's defense policy. 


proportion of total production that the civilian popula- 
tion would starve or would revolt—some of us even 
thought that that was the fatal mistake Hitler was 
making before 1939. 

These ideas have proved to be tragically erroneous. 
One of the deadliest discoveries of this century has been 
how to organize economies so that for prolonged periods 
they can yield up the largest flow of men and machines 
for the purposes of destruction. 

When a country goes to war the maximum scale of its 
effort is measured by the difference between its total 
current production and the minimum it need provide 
for civilian consumption, this minimum being deter- 
mined by what will keep the consumers efficient as pro- 
ducers and what they can be persuaded to tolerate by 
appeals of one kind or another. To this generalization 
there are minor qualifications: for a time stocks—of 
materials, capital, foreign resources—can be drawn on. 
It may be possible to beg, borrow or even steal from 
other countries. The broad rule is, however, that the 
maximum war effort is represented by the difference 
between current production, enhanced by all possible 
means, and current consumption, reduced to the bare 
minimum. 

Any country which, in the normal course of affairs, 
depends to a high degree upon goods drawn from other 
countries and paid for by exports is at a disadvantage 
both in trying to push up production and to cut down 
consumption. For it cannot bring to bear upon the 
foreigner the appeals it uses to encourage the efforts of 
its own workers. While it may induce its own producers 
to work harder for smaller real returns, it cannot impose 
this abstinence upon foreigners. Hence the danger of an 
adverse balance of payments—which for a time may be 
met by cutting down unnecessary imports, by using up 
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foreign reserves, by borrowing wherever possible, even 
by trying to increase exports—but which may quickly, 
despite all such measures, become serious. 

This was precisely the point at which during the first 
and second world wars the economic difficulties of 
Britain became most manifest and most dangerous. On 
both occasions, if we had not possessed large foreign 
assets and had not been supported at the critical mo- 
ment by aid on an enormous scale from the United 
States, it is certain that the war effort would have been 
' weakened, perhaps to a disastrous degree. 

We began the First World War under propitious cir- 
cumstances: a favorable balance of trade, ample gold 
and dollar reserves, large foreign investments and an 
income from these which represented about one tenth 
of the national income. Yet by the middle of 1917 we 
were in serious difficulties in meeting foreign payments, 
escape from which came only when the United States 
entered the war as a military and economic partner. By 
the end of the First World War we had disposed of 
£1,000 million (about one quarter) of our foreign assets. 

When the Second World War broke out our foreign 
position was much weaker: already an adverse balance 
of trade and much smaller returns from reduced foreign 
investments. By the middle of 1940 it was clear that our 
contractual obligations abroad far outstripped our 
powers of payment. By the end of 1940 Sir Winston 
Churchill was warning the United States that the main 
drag on our efforts was on the economic side. Lend-lease 
came in the spring of 1941 to save us but not before our 
gold and dollar reserves had fallen from £604 million to 
£74 million; or before we had been compelled to sell 
under duress British industrial properties in America, 
and an American warship had called at Capetown to 
collect gold to the value of $150 million which we had 
accumulated there. We finished that war with an over- 
seas disinvestment of about £4,000 million, roughly one 
quarter in the form of the sale of British securities and 
three quarters in the form of accumulated foreign debts. 
It will be shown later that what in the past has been an 
insecure flank to our economic defenses has now become 
a great yawning gap. 


In the broad sense that a country’s war potential is 
measured by the difference between its production and 
the minimum which must be allocated to civilian con- 
sumption, it is clear that Britain is stronger now than 
ever before. For our real national income per head is 
perhaps about 20% greater than in 1938 (our manufac- 
turing production may be 75% greater) while it can be 
supposed that, at a pinch, civilian consumption could be 
reduced to the levels of the last war. Indeed this crucial 
margin between current production and minimum con- 
sumption may be two thirds greater now than in 1938. 

It is, therefore, incorrect to suggest that we cannot 
“afford” to go to war alone. People who complain that 
they cannot afford something more often than not mean 
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merely that they are not prepared to make the necessary 
sacrifices to acquire that something; they want other 
things more; their grievance is that they have to make 
a choice. In the present case, those who affirm that we 
could never again afford to defend, alone, ourselves or 
our interests are really asserting that the standard of 
living must be maintained even at the cost of renouncing 
the power of independent action. 


Industrial Output in 1955 
U.S.A. output=100 


U.S.A, U.S.S.R. Gt. Britain 
Coalere. rere Sore eter he 100 61 50 
Oia is scene A, aes: 100 21 == 
Hlectricity: 3. obec een 2 100 31 15 
Crude‘steelioe cite accanimecin: 100 43 19 
‘Tractors tes. ctrroc..ce cee 100 37 30 
Cement) 25.5 eee 100 45 25 
Passenger cars and lorries..... 100 5 14 
Radioman octet eee 100 20 15 
Television sets............... 100 23 


At this point a brief glance may be given to one factor 
which has in recent months contributed to the pessi- 
mistic attitude now so frequently taken up towards 
Britain’s potential fighting strength—the belief that 
Russia’s military power, emerging from preponderant 
economic growth, is now so great or is destined to grow 
so rapidly in the near future that Britain is hopelessly 
outclassed and that nothing short of a full alliance of all 
the Western powers could possibly provide anything to 
match it. Of the extensive writings on this subject, much 
is highly speculative, much is dubious and not a little is, 
in my opinion, misleading. 

It is, of course, true that only military experts pos- 
sessed of information concealed from the rest of us can 
provide a worthwhile judgment as to whether the 
Russians, with what military strength and materials 
they now possess, could hurl upon the rest of us an initial 
assault which would be overwhelming—although even 
here it is worth while recalling that expert opinion on 
Russian military strength seems fated to be widely mis- 
leading: the power of the Russian “steam roller’? was 
grossly exaggerated in 1914, and in 1941 nearly all mili- 
tary authority confidently assumed that the German 
armies would destroy the Russian armies in a matter of 
months. 

But it is not true that Russian economic war strength 
has outstripped that of the Western countries. In the 
table [on this page] the output is given of a number of the 
more important industrial commodities for the U.S.S.R.1 
and Britain as compared with that of the United States. 
And, although calculations of this kind are terribly 

1] have taken the official Russian figures at their face value al- 
though what they are worth it seems impossible to say. But one of the 
most patient and informed students of Russian statistics of industrial 
production has concluded “it is a sad commentary on the present 
state of the world that one can almost speak with greater assurance 
about Russia’s economic future than about her immediate economic 


past.” (W. Galenson Soviet Economic Growth p. 210). Than which 
there could hardly be a more devastating confession 
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hazardous, it might be true, if everybody were telling 
the truth, that total industrial production of Soviet 
Russia is 50% larger than that in Great Britain. Even 
so, it is not obvious that with a population to support 
four times greater than has Britain, with limited powers 
of production in engineering and electronics, with a 
transport system admittedly inadequate, the Russian 
industrial war potential is superior even to our own. 

Nor, despite the deductions drawn recently from some 
rather slap-dash comparisons of the relative number of 
scientists and engineers in Russia and elsewhere, is it 
correct that the Soviet industrial system has revealed 
any great powers of innovation. In the last war Russia 
produced no outstanding new device: they knew nothing 
of radar, the proximity fuse, the jet engine, the long- 
range rocket or atomic energy until these things had 
been discovered elsewhere. It is true that since the war 
they have produced the hydrogen bomb (although how 
much real innovation that involved, given the published 
information and the work of communist spies, is doubt- 
ful). But of the new industrial materials, methods and 
processes which have made their appearance in the 
world since the time of the Russian Revolution, none 
seems to have emerged from Russia. 


v 


Although the latent power of the British economic 
system is greater than ever, there are reasons for think- 
ing that it is less easy to evoke than it was before the 
last war. There is less obvious slack in the economy: in 
1939 there were 114 million persons unemployed, today 
there are 250,000; and whereas prewar 37% of the 
women between the ages of fifteen and sixty-four years 
were in paid occupation, today the figure is 40%. 
(Although, on the other side, it has to be remembered 
that there are now 780,000 persons in the Services as 
against 480,000 in 1939). 

Efforts to cut down consumption might encounter 
stronger economic and psychological resistances now 
than then. The great instrument for providing for the 
cost of war has, in the past, been the income tax; it was 
easier to increase it upwards from 5/6, at the lower 
general level of prices ruling in 1939 than it would be to 
raise it now from 8/6 with our higher price level. In any 
case, when income is very unequally distributed the 
appeal to “fair shares” is compelling for the burden then 
falls mainly upon one section of the community; when 
income is more equally distributed, as now, what has to 
be called for is not “fair” shares but “smaller” shares, 
and that is not likely to be so popular. 

These are, however, factors of a second order of im- 
portance. The crucial weakness in our present power to 
mobilize resources for any extraordinary purpose lies in 
the precarious conditions from which we suffer in paying 
for what we get from abroad. Any change which calls 
for increased imports of special kinds or disturbs the 
export trade immediately creates a threat of a balance 
of payments crisis, for we hold smaller stocks which 


could take up the immediate, or for that matter the 
long-period, strain. 

The changes which have gone along with our trans- 
formation from an international creditor to a debtor 
country can be easily illustrated. Comparing 1939 with 
1955, in pounds sterling of unchanged value, our gold 
and dollar reserves are now about five eighths, our total 
overseas investments perhaps one half, our returns on 
overseas investments perhaps three fifths of what they 
formerly were. Hanging above our heads are the short- 
term external liabilities, standing mainly to the credit 
of sterling area countries, which are about three times 
as large as prewar; and £2,000 million of long-term 
dollar debts which have been incurred since 1945. 

Here, then, is the crux of the matter. Just as a 
thoughtless mountaineer may have wandered into a 
position from which he hesitates to move either back- 
wards or forwards for fear of starting an avalanche, we 
have deprived ourselves of the power of initiative by the 
manner in which we have employed our postwar 
economic resources. The cynic might be disposed to 
observe that this has occurred in a decade when govern- 
ments have prided themselves on their increased power 
and knowledge deliberately to design major economic 
strategy for the attainment of desired ends. But even 
the most sanguine cannot fail to be depressed by our 
circumstances. For if it is the balance of payments prob- 
lem which holds us by the ankle, is this not precisely the 
nuisance against which we have struggled, year in and 
year out, since 1945 without finding any real and per- 
manent relief? 

v 


Vast torrents of words have been poured out regard- 
ing the need for this country to devise means for paying 
its way abroad with a safety margin for building up ex- 
ternal resources so that a crisis need not arise whenever 
an unfavorable wind blows. It is doubtful whether any- 
thing new can be said on this subject. However complex 
the tactics of the matter, the strategy is simplicity itself. 
Either we produce more and save the difference for 
accumulation abroad or we consume less at home and 
save the difference. The least painful method would un- 
doubtedly be to increase production. But if we cannot 
or will not do that and if we will not cut consumption in 
the ordinary ways by eating less, having less clothes, 
medical services, travel and other things, then attention 
is necessarily forced back, by the sheer size of the item, 
to military expenditure which is now running at the rate 
of £1,500 million per annum, 27% of the Budget and 
10% of the national income. 

At first sight it seems highly paradoxical to suggest 
that by cutting military expenditure we might 
strengthen our power to pursue, if needs be, an in- 
dependent policy in international affairs. And yet, as a 
third best if the other two routes must be considered as 
closed to us, the suggestion is not so silly as it sounds. 
The question that has to be asked is this. We have spent 
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on military expenditure in the past three years about 
£4,500 million. Suppose, in fact, we had spent £1,000 
million less and the difference had taken the form of the 
building up directly of our liquid or long-term invest- 
ments abroad or even of increased investment in indus- 
try which would have permanently enhanced our 
exporting power. Might not our influence in interna- 
tional affairs have been more effective than it has 
proved to be? Why should it be regarded as unthinkable 
that we might have put so much into the first line of 
_ defense that the second line of defense is not strong 
enough to buttress the first? Given the admittedly close 
relation which subsists between immediate military 
power and the economy which must support and nourish 
it, why is it assumed that a current military expenditure 
of £1,500 million is the right figure? 

Unfortunately, this issue has, in public discussions, 
now become entangled with two others, which are re- 
lated but still distinct. On the one side it is said that 
there is waste in present military expenditure, on the 
other that there are now available new weapons of war 
which are just as effective as the old but are cheaper. 
Either way, it is suggested, we might save without 
diminishing our real military power. 

There are two good a priori reasons why waste may 
well exist: we are spending a great deal on research and 
development of new weapons and we are doing so with 
a sense of urgency. The total expenditure by British 
manufacturing industry on research is now of the order 
of £180 million per annum and about £100 million of 
this represents sums provided by the Ministry of 
Supply. We can assume that the greater part of this is 
going to the aircraft industry and to that part of the 
electrical engineering industry concerned with elec- 
tronics and guided missiles. (It is worth while noting 
that in the United States 84% of the cost of research and 
development in the aircraft industry and 54% in the 
electrical engineering industry are met by government 
funds). It can be assumed that large-scale government 
subsidizing of this kind, while perhaps inevitable, is not 
conducive to economy. Some waste is unavoidable. It is 
still true, for example, that aeronautics is far from being 
an exact science. Good military aircraft are not likely to 
emerge unless failures are accepted as normal. But, 
apart from that, strict government accounting under 
such circumstances is difficult if not impossible. 

The second reason for assuming waste is that we are 
passing through a transition period when new methods 
and new strategies are being introduced while the old 
have not yet been finally deemed obsolete. Military 
authorities have never, to judge by past experience, 
been quick to “comb their own tails in order to sharpen 
their teeth” and, in the absence of clear definition as to 
what is to be expected of them, they will, naturally 
enough, hang on with exceptional pertinacity to what 
they have got. And, as with all large organizations in 
time of change, vestigial structures will remain, difficult 
for the outsider to identify or to sweep away. 
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Whether the newer weapons will, in fact, be cheaper 
and will largely provide a substitute for the more con- 
ventional is again a question for the military experts. 
But it is only too easy here to succumb to wishful think- 
ing. The size of the American military budget does not 
suggest that atom bombs and guided missiles are a short 
cut to economy. Research and development on these 
weapons, and their production, call for the employment 
of the scarcest and most costly types of scientific and 
technical manpower on an enormous scale. There were 
never weapons so good that it was not worth while hav- 
ing a lot of them. Perhaps the most hopeful route to 
savings in this field would be to share the cost of research 
and development, and the consequent technical gains, 
with the United States. 

And, it may incidentally be asked, why is Germany 
left out of schemes of this sort? In the last war, apart 
from the atom bomb, the Germans were scientifically 
and technically the most inventive of all the belligerents. 
They had the jet engine before Great Britain; in novel 
aircraft design they were years ahead of any other 
country; in guided missiles, of course, they were really 
the only country in the field. Their superiority, indeed, 
would have been even more effective but for the clogging 
intuitions and interferences by Hitler himself. And the 
scientific revival of Germany since 1945 is one of the 
most remarkable, although still commonly overlooked, 
events of the postwar world. The Western countries 
have taken the plunge, grave and risky though it may 
be, of absorbing Germany into their system of defense. 
It seems extraordinary that special efforts should not be 
made to benefit to the full from the matchless technical 
resources and energy of that country. 

If economies can be made by eliminating pure waste 
and by finding ways of getting the same results through 
cheaper devices so much the better. But if, when every- 
thing has been said and done, this proved to be impos- 
sible the strictly economic argument for a cut in mili- 
tary expenditure would still remain. 
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It is now possible to hazard some tentative answers 
to the questions set out at the beginning of this article. 
Have we, by our slipshod, easy-going, comfortable ways 
since the war so emasculated the economy that we can 
never again act alone or (an important corollary) com- 
pel our more powerful allies to listen carefully to what 
we have to propose? The answer is, not necessarily. Our 
fundamental economic strength is greater than ever; at 
the moment there seems to be a much greater danger 
that the rest of the world will underrate us rather than 
overrate us. 

But our Achilles heel remains to plague us. Surveying 
the whole tortured picture of economic events since 
1945, it seems almost incredible that our thought and 
our actions should have been so completely dominated 


(Continued on page 213) 


THE EUROPEAN COMMON MARKET 


HE SIGNING of a treaty in Rome on March 25 

forming a common market among the six nations 

of Belgium, France, Western Germany, Italy, 
Luxemburg and the Netherlands raises the question of 
the importance of the action to the United States. 

Briefly, the treaty provides for the eventual elimina- 
tion of tariffs among the six nations, to be achieved grad- 
ually at the same time that a common tariff is adopted 
for imports from outside the six countries. The treaty 
also calls for the gradual lifting of quantitative restric- 
tions on trade between Common Market countries. 
Agricultural products are included but they receive spe- 
cial consideration. Markets for these products are to be 
stabilized by the development of common rules of com- 
petition. A European organization is to be established to 
regulate prices, subsidize production and control ex- 
ports and imports of agricultural products. 

At the end of a transition period to last a minimum 
of twelve years from the establishment of the Common 
Market, workers will be free to move from one member 
state to another in response to demands for labor. Re- 
strictions on the freedom of citizens of one state from 
settling and working in another will be eliminated for 
professional and managerial personnel as well as for 
wage earners. 

Capital, too, will be free to move, so long as such 
movement contributes to the functioning of the Com- 
mon Market. But certain exceptions have been made. 
Loans of one state are not to be floated in another state 
without common agreement, nor is the free movement 


Table 1: Industrial Production, Common Market 
Countries, and the United States 


Percentage Change, 
1953-56 
UWnited'States es Aa tose l5a 
belgiummepes «one semen 22 
Brancetee sae woot ee 31 
Western Germany ne 39 
Ttaly 2 erie eines. ae eH 
hier Dur gee reer any: 25 
Netherlands 23 


a—Change computed from 1952 instead. Since 1953 was a year 
of high industrial production in the United States, the percentage 
change computed from the latter year would have been only 7% 


of capital to be permitted; evasion of exchange controls 
will thus be impossible. 

Two new investment institutions are to come into 
existence. A European Investment Bank with a capital 


of $1 billion is to be established to promote a common 
investment policy, especially for underdeveloped areas 
within the Common Market and for industries whose 
financing can best be done on a supranational basis. A 
common fund of $581 million is also to be established for 
investment in public works in overseas territories of the 
member countries. 

Agreements to restrain competition, to fix prices, and 
to allocate markets are to be forbidden. Rules will also 
be drawn up to check monopolies and prevent dumping 
within the Common Market. 

The ultimate aim of the Common Market is to form 
an area with a considerable uniformity of economic 
policy. It is not now contemplated that the integration 
of the six nations will be so complete as that which 
exists among the individual states of the United States 
nor that political integration will follow. Still the inte- 
gration will be great enough to warrant intensive con- 
sideration of the economic importance of the six nations 
taken together, 


SIZE OF MARKET 


The population of the area is 163 million, of whom 70 
million are employed, 38% in industry and 28% in 
agriculture. Except for the United States, the area ranks 
first in the production of steel, electricity, and automo- 
biles. In coal production, both the United States and the 
U.S.S.R. outrank it. The gross national product of the 
six countries amounted to $100 billion in 1955. But this 
figure is not a true indicator of the relative size of the 
market since price levels in the countries are different 
from those in the United States and the conversion into 
dollars has been at official rates of exchange. 

The area is one that has recently shown considerable 
vitality in economic growth. The rate of increase in 
industrial production has been much greater than that 
of the United States since 1953. (See table 1.) 

There is promise of further growth in the Common 
Market countries at perhaps the same rate. Capital 
formation accounts for more than one fifth of gross 
national product in each country, except Belgium and 
France. Even in the latter two, it accounted for a 
greater part of national product thar the 16% of the 
United States, In all member countries except Luxem- 
burg, capital formation since 1953 has been rising faster 
than gross national product. 

The six nations are a moderately important area for 
United States trade and investment. In 1955, the United 
States exported $2 billion to the six countries combined 
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Table 2: Membership in European Economic 
Cooperative Organizations 


Org, for European European European General 


Euro Coal and Agree- 
Beonomie| Baiee'"| Agrees’ | Stee! | Starker | exon 
con. ment munity and Trade 

Belgium.... V 
France...... BVA Mf he ¥ y % 
Germany....| +/ V/ / / / VJ 
Bally one scm. / / J/ Nif a/ V/ 
Luxemburg.. J/ V/ VA JV V/V VJ 
Netherlands.| 4+/ JV / VJ J V/ 
Austria. .... JV / V/ Pi Mi VY 
Denmark a/ / J ues oe JV 
Greece...... J JV ot J 
Iceland. .... a/ VJ JV S te 
Treland..... J/ VJ JV Sc A 
Norway..... J Jf a/ a JV 
Portugal J/ / JV se <4 
SEA ee gt ova ie ze b ~ 
Sweden..... / J/ / ae JV 
Switzerland J J/ / oe 

urkey..... J/ Vv V Vv 
United 

Kingdom / J J b VJ 
Canada..... a 
United 

States a 


a—Associate members b—Special arrangement exists 


and imported about $1,1 billion. The area consequently 
accounted for about one seventh of our merchandise 
exports and one tenth of our imports. The value of direct 
United States investments in the Common Market 
countries came to $1.2 billion in 1955, less than one 
tenth of the total of such United States investments 
overseas. 

Citing such figures probably belittles the importance 
of these countries to the United States. The member 
nations are important members of other international 
institutions which are important to the United States 
(see table 2). They are all considered as vital political 
and military allies in the cold war and presumably in the 
event of a hot war. 


TARIFF RATES AND U.S. TRADE 


How will the new tariff rates of the Common Market 
affect export markets of the United States in Europe 
and in third markets? Will they have any effect on 
United States imports? How will United States invest- 
ment in Europe be affected? 

Answers to these questions rest in large part upon the 
structure of industry in Europe and the structure of 
United States exports to the member countries of the 
Common Market. Where the two are competing, there 
is an expectation that the European industry may win 
out, since it will be favored by lower tariffs within the 
six-nation area. Where the two areas are not competing, 
either because the industry within the Common Market 
‘country does not make the same products or there is no 
comparable industry, the Common Market arrange- 
ment will not have much effect, at least in the short 
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term. It is conceivable, of course, that the differential in 
tariffs will eventually result in the establishment of new 
industries to supply the internal market. 


TIMING OF TARIFF REDUCTIONS 


It is clear that the impact of the Common Market 
arrangement upon United States exports will not be felt 
for some time. The treaty has yet to be ratified, although 
it does not appear likely that any of the members will 
fail to ratify it. The initial tariff reduction within the 
Common Market will not take place until after the first 
year of operation (or until January 1, 1959). There will 
then follow a long period of transition before trade 
within the Common Market will take place without 
hindrance from tariffs. The favored position of manu- 
facturers and suppliers within the Common Market will, 
according to present terms, not be maximized before 
1970 and perhaps not that soon. 

But the goal is for abolishment of tariffs on goods 
originating within the Common Market area. And the 
eventual advantage that industry within the market 
area will have over outside industry can be measured by 
the excess in tariff rates applying to goods originating 
outside the Common Market over the same goods 
originating inside. Initially the difference in tariffs may 
be very slight and so, too, will be the advantage to 
Common Market producers. 


EXTENSIONS AND EXCEPTIONS 


Flexibility exists in the rate and timing of tariff reduc- 
tions within the Common Market. The reductions apply 
to the tariff levels of January 1, 1957. A 10% across-the- 
board reduction is mandatory at the end of 1958. Fur- 
ther reductions at intervals of twelve and eighteen 
months must be made thereafter until each product has 
been reduced at least by 25% at the end of the first 
stage and 50% by the end of the second stage. The first 
stage could be prolonged to six years unless there is 
unanimous agreement to pass on to the next stage. Such 
modifications could extend the period for the complete 
elimination of duties within the Common Market 
beyond twelve years from the first reduction. 

There will be a considerable amount of flexibility in 
the application of tariff cuts. Only the first cut of 10% 
is to be applied uniformly. Thereafter the minimum 
reduction on any commodity can be 5% as long as the 
over-all cut corresponds to the recommended percent- 
age. Where existing duties on a commodity are more 
than 30%, the minimum cut must be 10%. 

All taxes having the effect of customs duties are to be 
eliminated during the transitional period of twelve 
years. Taxes on exports, however, are to be terminated 
within the first four years. 

France constitutes an exception to this rule. Her spe- 
cial import taxes and aids to exports are to be examined 
by the Commission annually. The Commission, which is 
the executive body applying the treaty and the rulings 
of the Council, may authorize other member nations to 
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Governing Institutions 


The management of the problems involved in developing 
a Common Market will rest upon a permanent executive 
European Commission, a Council of Ministers and an 
Assembly. The Commission, composed of nine members 
not more than two of which would come from any one 
state, will not possess the sweeping powers as that of 
the corresponding body in the European Coal and Steel 
Community. 

One of the specific fields in which the Commission is 
given great power relates to escape clauses when a coun- 
try runs into balance of payment difficulties or when an 
individual region or industry is suffering badly. The Com- 
mission may grant permission to impose temporary im- 
port restrictions. 

More sweeping are the Commission’s specific executive 
powers relating to national finance. Since export subsidies 
are forbidden by the agreement setting up the Common 
Market, the Commission may require a country to re- 
move any existing subsidies and veto any proposed ones. 
It may also require a country to alter taxes which tend to 
distort trade and competition within the market. 

Some whittling of national sovereignty is involved in 
the above powers delegated to the Commission, but in 
general not without review and possible modification by 
the Council of Ministers. Supranationalism has not been 
established as it has been in the European Community 
for Coal and Steel. 

The Council, which will have the main power of deci- 


take countervailing measures if France does not comply 
with requests for more uniform levies. The Council of 
Ministers of the member states may call upon France to 
eliminate her special taxes and export aids if the franc 
area shows no deficit for a year and monetary reserves 
are deemed adequate. 


COMMON EXTERNAL TARIFF 


As a general rule, the tariff rate to be applied on any 
individual commodity at the end of the transitional 
period by all member nations to imports from outside 
the Common Market is to be calculated as an arith- 
metical average of the tariffs in existence on January 1, 
1957, in West Germany, France, Italy and the Benelux 
countries. Several exceptions are provided for: on raw 
materials, the duties must not exceed 3%; on semi- 
finished products, they must not exceed 10%; on two 
lists of chemicals, maximums of 15% and 25% are called 
for. Fixed duties replace the arithmetical average on a 
list of goods proposed by France. On another list, duties 
are to be negotiated among the six nations. 

How the changes might work out in practice can be 
illustrated with reference to the duties shown in table 3 
for transformers. The common rate to be applied to 
nonmembers would be 14%, the arithmetical average of 
the rates of West Germany, France, Italy and Benelux. 


sion regarding the Common Market, will be composed of 
one representative of each member state and will make 
some decisions by majority vote and some by unanimous 
vote. Germany, France and Italy will have four votes 
each, while Belgium and the Netherlands will have two 
votes each and Luxemburg one vote. Twelve votes form a 
majority in voting on proposals of the Commission, but in 
other cases the twelve must include those of four member 
states. Effectively, this provision means that at least one 
of the small states must concur. 

The Council representing the governments will vote on 
the passing of tariff reductions from the first stage to the 
second by unanimous vote. But.if the first stage has been 
prolonged to six years, a majority vote will be sufficient to 
compel passing into the second stage. 

The Council will fix rules covering international trans- 
portation and by the end of the second stage the members 
will have abolished discriminatory rates against countries 
or industries. Rules of competition will also be drawn up 
by the Council to be applied by the Commission. 

The Assembly will consist of delegates chosen by the 
Parliaments of the six countries. The three big countries 
of France, Western Germany and Italy will have thirty- 
six delegates apiece, Belgium and the Netherlands four- 
teen apiece and Luxemburg six. The main function of the 
Assembly will be to discuss the report of the Commission 
annually; it can compel the resignation of the Commission 
by a two-thirds vote of censure. 


This assumes, of course, that transformers will not be in- 
cluded in the special lists already mentioned. Since each 
of the member nations will be obligated to adopt the 
14% rate by the end of the transition period, Germany 
will have to impose a tariff where none exists now. Italy 
will have to virtually cut her tariff in half. Less drastic 
action will be required on the part of France and 
Benelux in this case. During the same transition period, 
each member nation will undertake to reduce to zero the 
duties on transformer imports from the others. 

How will United States exports of transformers be 
affected? The answer depends essentially on where the 
market was.and with whom the United States manufac- 
turers were competing. In sales to Germany, the United 
States would obviously lose out so long as an industry 
exists within any of the six nations capable of meeting 
the internal demand. Imports, which bore no duty be- 
fore, would now carry a 14% duty, while manufacturers 
within the Common Market would be able to export to 
Germany free of duty. 

If the main market were Italy, and United States 
manufacturers were previously competing with Italian 
manufacturers, the position of American manufacturers 
would be improved. The previous range of 25% to 27% 
would be lowered to 14%, thus reducing the protection 
of Italian manufacturers. Manufacturers of transform- 
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ers elsewhere in the Common Market would still have an 
advantage, however, since they could export to Italy 
free of duty. 


COMMON MARKET TRADE WITH U.S. 


Just how will the formation of the Common Market 
affect total United States exports to that area? At this 
time it is not possible to state with any finality the 
course of future United States exports to the member 
nations. Despite the favored position of the six member 

nations in trade amongst themselves, it is not certain 
that total United States exports to them would decline. 

Certain United States exports, such as automobiles, 
could be expected to decline; others might increase. 
Furthermore commodities which the United States does 
not now export to the member nations may come into 
demand because of the changed structure of European 
industry. 

If less of certain finished items will be imported, more 
of other articles used in the manufacture or processing 
of the first one may be imported. United States sup- 
pliers may be able to capture part of the resultant 
increased market. 

An important consideration in the future level of 
United States exports is the ability of the Common 
Market nations to supply themselves to a greater extent 
than before as a result of greater freedom of trade among 
themselves. The more they can rely upon internal 
sources for any commodity, the more they may cut their 
imports from the outside (including the United States) 
of that item. But the disadvantages of the United States 
will be no greater than any other nation in this respect. 
The United States will have no greater handicap than 
Chile, for example. However, the special handicaps of 
the United States owing to the dollar shortage will not 
be removed. 


PLACE OF COAL AND STEEL 


For some commodities, notably coal, steel and related 
products, the Common Market arrangement is not 
likely to introduce any new element. United States 
shipments consequently can be expected to react to 
basic market forces and not be affected by the new plan. 
The reason for this is the prior existence of the European 
Community for Coal and Steel—the supranational 
organization with jurisdiction over production, trade 
and investment in steel and coal in the same six nations. 
The introduction of the Common Market will not lower 
tariffs any further or affect coal and steel in any other 
way. 

A question has been raised, however, with respect 
to tariff cuts required by the Coal and Steel Community 
as against those by the Common Market. The smaller 
cuts required by the latter has prompted steel producers 
to ask for a reconsideration of the drop in tariff rates 
applicable to steel and coal imports from nonmembers. 
The nearly $180 million of United States coal exports to 
the six nations very likely will not be affected. About 
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$62 million of iron and steel scrap was imported by 
West Germany and Italy from the United States. The 
imports of the other members were below $10 million 
each. Only the Netherlands, with $18 million of steel- 
mill products received, imported more than $10 million 
from the United States. United States exports of $10 
million or more to the member nations are shown in 
table 4. 

Growing energy needs of Europe promise to raise 
difficult problems in the years ahead. The OEEC esti- 
mates that, by 1975, Western Europe will have to rely 
on imports for 37% of its energy needs as against 20% 
now. This will mean the importation of 445 million tons 
of coal equivalent of fuels, as compared with 146 million 
tons currently. The major part of imports will consist of 
petroleum, probably from the Middle East, but imports 
of coal from the United States can also be expected to 
increase. 


IMPACT ON UNITED STATES EXPORTS 


For this study, the separation of United States ex- 
ports has been made upon the basis of how their future 
course might be affected by the Common Market. In the 
first class has been placed the items which would not be 
affected at all or, if affected, the tendency would be for 
them to increase. The reason for so classifying the 
products is not hard to see. Aside from coal and steel 
and products which have already been explained above, 
this class consists of raw materials for industry which 
cannot be obtained within the boundaries of the six 
member nations. ‘““Tobacco”’ exports of $26 million and 
“‘beverage” exports of $76 million consist of consumer 
products which probably will not be affected by in- 
creased competition that might result from lower tariffs 
in the Common Market countries. 

The commodities in the second group consist of agri- 
cultural products. It is not certain that the operation of 
the Common Market will operate to cut United States 
exports of these items. It is probably reasonable to as- 
sume that they will not be affected, since they are now 
being exported in the face of attempts by member 
countries to protect domestic agriculture. It is not clear 
to what extent the agricultural disposal program of the 
United States is responsible for these exports. Still the 
treaty among the six members calls for a body to be set 
up which may regulate prices, subsidize production, 
ensure stocks and suspend imports of agricultural 
products if necessary to fulfill its duties. 

The third group consists of manufactured items, pri- 
marily machinery, motor vehicles, aircraft and chem- 
icals. In all cases, a well-established industry already 
exists within the Common Market. Whatever price 
advantage exists for French, German and Italian motor- 
car manufacturers, for example, will be increased as a 
result of tariff reductions. 

Among the first beneficiaries of the Common Market 
may be the consumers within the six member nations. 
If price declines follow tariff reductions (and that of 
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Table 3: Tariff on Selected Manufactures be those in Germany, France and Italy. Tariffs will be 
lowered for producers only in the member countries. 


All duties per cent ad valorem é ; 
United States manufacturers will not benefit (except in 


eae Sa eesti UE | SOU ol Bree eee ee so far as they have subsidiaries producing in any of the 
Motor vehicles......| 3374 | 17-21 30 24 | 20-45 member countries) because tariffs will not be lowered 
Sevipe nine ihe at my S12 | 1-21 06) 16-88 for them. As a matter of fact, the contrary may be the 
Machine tools... ... 15-20 | nilto8 | 6-22 6) 7-28 case: the tariff level of the Benelux countries will be 
pe eta: ges nil are loa ate sales raised to 27/2% if the procedure of calculating the com- 
Transformers....... 20 nil 20 | 8-12 | 25-27 mon external tariff as the arithmetical average of the 
Switchgear. ORY: a eo Te aut” ae existing rates of the four separate tariff systems is fol- 
Tee Gtae aed ake rane ah a lowed. From table 3, the 2714% is arrived at by averag- 
CONS Noe stele 20-8314 | 6-17 | 9-25| 3-8 | 16-22 ing the rates for Germany, France, Benelux and Italy. 
Cotton fabrics. 22| 182 | too | g028 | 128] 1s-18 ‘In the case of both Italy and Germany where multiple 
Clocks and watches. .| 25-3314 5-8 10-30 | 10-12 | 3-15 rates are In existence, the applicable rate was assumed 
1 All imports into Italy are subject to certain additional charges, and French im- to be the average of the limits. rs 
Seance ea te ewe es eealy isserinas Gates ton fiae Get te In cases where the principal soutte of supply tes aa 
apply to imports outside common market ; side the member countries, no substantial drop will 
Gource:: The Koonomsist occur in tariff rates. No resulting price drop can be 
expected, therefore, from that source. To what extent do 
course is one of the principal reasons for the Common members of the Common Market import from outside? 
Market), domestic consumers will presumably be able to Or what amounts to the same question, what share of 
buy the articles needed in their daily living at lower the value of total imports of member countries origi- 
prices. The full benefit of such lowered prices will not be nates in the other member countries? 
felt immediately. The expectation, of course, is that In 1955, no member received less than one fifth of its 
these lowered prices will eventually lead to the expan- total imports from other members. 
sion of incomes and production in the member countries The data in table 5 represent totai foreign trade 
beyond the increase in real income derived immediately originating in member countries and not that for con- 
from price reductions. At the end of the transition sumer goods only. To assess the amount of monetary 
period, to take only one example, imports of motor benefit that might accrue to consumers would require a 
vehicles into the Benelux countries will not bear the more detailed analysis of the origin of imports of con- 
24% ad valorem duty shown in table 3. sumer goods and the applicable tariff rates that would 
The main automobile manufacturers to be in a posi- be reduced as a result of the development of the Com- 
tion to increase sales resulting from the expected in- mon Market. In the absence of such analysis, the most 
crease in market demand in the Benelux countries will that can be said at this time is that the percentages in 


Table 4: United States Exports of $10 Million and Over to Common Market Countries in 1955 
In millions of dollars 


Belgium- 
Teas Decumaty paige 
Unaffected by Common Market. ......... cece cc eee cece cee 97 178 100 
Coals related fiels satay. ten. cndiaths ocschte eee @ ees isreeoee.« 10 59 54 44 
Steel mill products, rolled and finished................ Ks ¢ # 18 
lron}isteel’serap tier rae nctee eee eee 22 40 ats 
Copper ore concentrates, semifabricated.............. 41 5 5 13 
Copper base alloys, semifabricated................0-- 18 
‘Lobacco, manutactures.e aacr estes omen etre “45 15 
Cottonjunmanufactiired. Monee ett eee nena: Be 88 10 
Beverages....... {cto a Staten Mais omit alee baniatess, biepersig:  oeyaiat ne 
May Conflict with Agricultural Provisions............ee000. 89 193 
Animal, fish oil, grease, inedible........... Sree tens Aes 29 
Grains/and ‘preparationss.2 cise. acetone. Lh een 61 103 
Fruits, preparations.............. tesa vorefaayaiare cbse aetio a 11 
Vegetable oils, fats and waxes, refined................ 12 
Vegetable oils, fats, waxes, crude............0..0000. 12 
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BUSINESS RECORD 


the table are bound to increase, since they represent the 
relative interdependence of the member nations under 
existing tariffs. The adoption of a common external 
tariff and lowering of tariff rates within the Common 
Market would tend to favor imports from within. 

Can the consumer expect a greater price benefit than 
that resulting from the removal of tariffs? In the event 
that a particular industry exists in several of the Com- 
mon Market countries and has been able to meet in- 
ternal demand satisfactorily, the removal of tariffs may 
not effectively enlarge its market. The industry in coun- 
try A will now be able to sell in countries B and C etc., 
but the same can be said about the industries in coun- 
tries B and C. In the absence of mergers or cartel agree- 
ments, the geographic market of each producer is en- 
larged, but at the same time its former protected market 
is thrown open to producers from the other Common 
Market countries. In such a situation it might be ex- 
pected that few producers will be able to lower prices as 
a result of cost reductions resulting from increased sales, 
although the greater number of competitors might force 
some reduction. 

The above assumes that the size of the market (in 
terms of units sold and not in geographic terms) remains 
the same. If the total market in the six countries in- 
creases either as a result of income changes or a shift of 
consumer preferences, cost reductions will be possible. 


CHANCES FOR SUCCESS 


The chances for ultimate success of the Common 
Market plan does not depend upon the treaty now 
agreed to. Much negotiation has gone into the making 
of the treaty and many compromises and escape pro- 
visions have been put into it to meet difficulties that the 
participants foresee. But it is unlikely that the signers 
can foresee all the difficulties or even measure the 
severity of those they do foresee. The ultimate achieve- 
ment of the Common Market is scheduled to take a long 
time precisely because the six nations anticipate difficul- 
ties and believe that only by gradual evolution will they 
be able to resolve their problems. 

The first set of problems revolves around the changed 
competitive position of industry within the Common 
Market. Each firm within an industry has had to com- 
pete primarily with other firms in the same country to 
the extent that the latter made an identical or similar 
product. With tariff barriers removed, the domestic 
market will be opened to firms in the other Common 
Market countries. 

The severity of this new situation will depend on the 
extent to which industries within the six nations com- 
plement or compete with one another. At present all six 
countries are important in each other’s foreign trade. In 
all cases but Italy, each of the Common Market coun- 
tries ranks the others among the first ten as a market 
for exports, as shown in table 6. Most often the Common 
Market countries rank first and second as export mar- 
kets for the others. The imports of each member country 
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Table 5: Trade among the Common Market Countries 


in 1955 

Percentage from and to 
Member Nations 

Imports Exports 
Belgium-Luxemburg................20-:- 41 45 
Netherlands; 4 ¢. fit. oe eee 38 
Branca tie. Risa leeee See, 20 24 
Germany cmcats meld)-akiastoeadee sete 26 29 
Plaly mate, wae matirencet toe ste oh eee 24 Q4 


from other members accounts for 20% or more of total 
imports, and never less than 24% of total exports are 
shipped to other members. Obviously, a considerable 
degree of interdependence already exists among the six 
nations. 

Does this existing interdependence reflect a comple- 
mentary division of industry? Or is there a considerable 
degree of competition inherent in the foreign trade that 
exists now? The answer cannot be made without a 
detailed analysis of the industrial content of present 
foreign trade. Such a task is not feasible at this time, but 
some indication of the variety of possibilities can be 
obtained from an examination of two industries. 


Metal Products Industry 


A well-developed metal products industry! exists in 
most all of the Common Market countries. As a matter 
of fact, the industry within the member OEEC coun- 
tries, of which the six Common Market countries are the 
most important except for the United Kingdom, is more 
than able to supply itself. Exports of the industry from 
Belgium, Germany and the Netherlands accounted for 
36% to 38% of total deliveries in 1954. In France and 
Italy, the corresponding percentages were 16% and 13%, 
respectively. 

A good portion of these exports went to non-OEKEC 
countries: 


Exports to Non-OEEC Countries* 
as a % of Total Exports 


Belgtuiny’ 5. ope os ch sau a astoleus sete tie 48 
TANGO? tse s chines thats Oy reteetenate 7A 
Germanys sj aciene< se ve.ccre sinetins 41 
a aes Aare etartnittnc.s de araaooes 59 
Netherlands ..< cc cn cc cstee pe ecreneare 49 


1OEEC countries consist of the six Common Market countries and Austria, Den- 
mark, Norway, Sweden, Switzerland and the United Kingdom 


Of the remainder (for example, 52% of exports in the 
case of Belgium), some would go to the other Common 
Market countries, but some would also go to other 
OEEC members who are not members of the Common 
Market. It would seem, therefore, that the bulk of 
engineering exports go to nations who are not members 
of the Common Market. 

Some increase has taken place in intra-European 
trade in engineering products in recent years owing to 

1 The term is used here to correspond to what is sometimes called 
the engineering industries. It consists, primarily but not exclusively, 


of electrical and nonelectrical machinery, transport equipment, and 
scientific and professional instruments 
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the liberalization of quantitative restrictions on trade, 
but total imports in relation to domestic production is 
still negligible. Taking the OEEC countries as a whole, 
for which data are readily available, imports amounted 
to about 3% of domestic output in 1955. Part of the 
reason for the relatively small figure may come from the 
inclusion of so important a producer and exporter as the 
United Kingdom. For some engineering products, im- 
ports may be significant. However, the two sets of 
data—on exports and imports—point to a relatively 
small amount of imports from Common Market coun- 
tries in comparison with total output of the industry. 
It would appear that the engineering industries would 
be able to lower costs if they were able to enlarge their 
markets. The normal practice in the European engineer- 
ing industry is a single shift, with two shifts being the 
rule primarily in the automobile industry. By increasing 
the number of shifts to two or three, a considerable sav- 
ing in overhead costs would be possible. Unfortunately, 
other factors, notably the shortage of labor, skilled and 
unskilled, block such a possibility, even if additional 
markets were to develop. Some concern has already been 
voiced about the present and potential shortage of engi- 
neers, technicians, and technically trained sales personnel. 


Cotton Textiles 


In the case of cotton textiles, the situation is different 
from that of the engineering industries. The trade that 
does take place in cotton textiles is largely among the 
OEEC members, of which the Common Market coun- 
tries of France, Western Germany, Belgium-Luxemburg 
and the Netherlands are the most important, with the 
notable exception of the United Kingdom. Imports of 
cotton fabrics from non-OEEC countries were as follows: 

Imports from non-OEEC Countries 


as a % of Total Cotton Fabric 
Imports First Half, 1955 


IMPance S509 vere ee cee coe cee 1l 
Western Germany.............2..+> 13 
BS Ts Uterine oe ce on earoteretirsisetaete 26 
INetherlandssem awcsirieis cies ote 54 


In most of the countries it can be seen that cotton 
fabric imports came mainly from OEEC countries and 
since it is mainly the Common Market countries that 
are important (about two thirds of the industry in all 
OEEC countries), it must be concluded that imports 
originate with them. 

The domestic cotton fabric industry in each of the 
Common Market countries already meets with a greater 
degree of external competition than the engineering in- 
dustries. With the exception of France and Italy, all 
Common Market countries imports account for 5% or 
more of domestic production. 

Like the engineering industries, the cotton fabric 
industry is on one shift. As a matter of fact, in Italy the 
industry is operating at less than one shift. Reductions 
in overhead costs, therefore, would be possible if de- 
mand warranted it, or if rationalization of the industry 
were to be carried out. 


Table 6: Significance of Partner Countries in Trade on 
the Common Market 


TT 


Belgium- 
Exporting | Luxemburg Western France Italy Netherlands 
Country Customs Germany 
nmion 
1. Nether-|1. Nether-| 2. Ger- 1.Ger-_{1. Ger- 
3 lands lands many many many 
4 eh 2.Ger- |2. Bel- 4. Bel- 5. France |2. Bel- 
5 4S many gium- gium- gium- 
O 4 r= Luxbg. Luxbg. Luxbg. 
“3 °-2 | 3. France |5. France | 9.Italy | 9.Bel-  [5. France 
e gium- 
i Luxbg. 
o 10.Italy |7.Italy |10. Nether-|12. Nether-|9. Italy 
lands lands 


1 The numbers state the position of the partner countries in total exports 
Source: Wirtschaftsdienst, Institut Fir Weltwirtschaft in Kiel, February, 1957, p. 4 


It is uncertain to what extent the rationalization of 
industry will be possible under the Common Market 
plan. As already mentioned, the treaty carries provisions 
which declare incompatible with the Common Market 
all agreements to restrain competition, to fix prices or to 
allocate markets. Also forbidden will be the abusive use 
of dominance by any producer within the Common 
Market. But what these provisions will mean in practice 
it is difficult to say at present. The Council is charged 
with the duty of drawing up rules regarding competitive 
practices which will be applied by the Commission. 


COORDINATION OF POLICY 


Another set of problems will revolve around the co- 
ordination of economic and monetary policies among the 
member nations. This need has been recognized, but 
only advisory powers have been given to an Advisory 
Monetary Committee. The problems of simultaneously 
achieving a favorable balance of payments and con- 
fidence in national currencies on the one hand, and high 
employment and price stability on the other, will have 
to be faced without machinery to facilitate the achieve- 
ment of such goals. One weapon permitted by the Com- 
mission will be retaliatory depreciation if any member 
country changes its exchange rates in such a way as to 
impede competition. 

The Advisory Monetary Committee will watch over 
the balance of payments and advise the Council and the 
Commission. Each state agrees to permit the payment 
of currency required by movements of trade, services, 
and capital within the area. 

Other difficulties may come to light in the future. 
Certain fears that exist now but which have been tempo- 
rarily suppressed may spring up again. Some of these 
can be inferred from the views expressed by members in 
the discussions leading up to the signing of the treaty. 
Thus for the Netherlands and Belgium, the relatively 
high external tariffs would raise the cost of production of 
industrial commodities and whittle away one of their 
main advantages in competitive markets. The proposed 
coordination of social provisions would also raise costs 
and worsen the terms of trade with areas outside the 
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Common Market. The potentially larger European 
market would not compensate them for the possible loss 
because competition from Germany might limit their 
actual expansion within the Common Market. 

The Netherlands object to the French request for 
minimum prices for agricultural products. Such a mini- 
mum would deprive Holland of one of its main advan- 
tages. Approximately 40% of its exports consist of agri- 
cultural products and about 60% of these go to the other 
five members of the Common Market. The effect of the 
minimum price provision would be to deprive the 
Netherlands of some of the advantages it now has. 


INVESTMENT IN OVERSEAS TERRITORIES 


Objections have also been raised with respect to the 
French proposal for capital investment in the overseas 
territories. As now embodied in the treaty, public funds 
will be mobilized by contributions of member countries 
for investment in communications and general economic 
development in the colonies for which it is assumed that 
private capital will not be available. The principal bene- 
ficiary would appear to be France from the schedule of 
contributions and allotments below. Her contribution 
will be $200 million. But investments in her overseas 
territories is scheduled to be more than $511 million. 
The greatest part of the difference of $311 million will be 
supplied by Germany whose contribution will be $200 


Investment Fund 
In millions of dollars 


Contributions Allotments 

Hisponiteee 2 hae 6. BONE, REWR ie Oe acd ae a a 200 511.25 
WRCAUGEEINANV ote cee Spine oatere es 2 200 ai 
whe Netherlands. = 5202...064...3...%... 70 35 
beta rariset ee Sek. ol sisnes ates te os ot «les 70 30 
Mea vewe Wits eee eae se roin Ss seins 40 5 
LACT Ty aig a eR ree 1.25 

581.25 581.25 


million, the same as France. Germany will receive no 
direct benefit since it has no overseas territories of its 
own. It is anticipated that these contributions and allot- 
ments will be made during the first five years of the 
plan, after which a new agreement may be made. In 
return for the investment concessions, France will open 
her colonies to increased imports from the five other 
nations through tariff reductions and quota increases. 
It is much too soon to draw any conclusions with 
respect to the success of the Common Market or its 
ultimate impact upon the United States. The plan can- 
not be compared with the federation of the original 
thirteen states of the United States. Each of the six 
members constitutes a distinct entity which looks with a 
certain amount of suspicion on the other members, de- 
spite the many cooperative institutions that have been 
developed in the postwar years. If internal industries or 
agriculture is harmed, it can be expected that cries will 
be made for relief. A European Social Fund has been 
provided for, to be used for the retraining of employees 
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who lose their jobs as a result of lowered tariffs and 
their reemployment elsewhere. The difference in indus- 
trial development and the employment situation within 
parts of one country, Italy, points up the difficulty that 
will have to be faced when national borders are to be 
traversed, 

There is danger that the plan will be judged a failure 
because the benefits that are expected to result from its 
effect on investment will be slow in coming about. Only 
current investment, a small part of total investment 
in place, will be affected by the Common Market. In- 
creased productivity will be most apparent, conse- 
quently, only in new industries or industries that will 
expand sharply. 

J. Frank Gaston 
Division of Consumer Economics 


Economics and Defense 


(Continued from page 205) 


by these balance of payments difficulties; that so much 
of our intellectual effort should have been devoted to 
their study; that so much dislocation to industry should 
have been deliberately organized by the State in last- 
minute emergency measures to cope with them; and, the 
final blow in the last few months, that so many people 
should have despaired of a lasting solution and thus 
been driven almost to the point of pacifism under duress. 
And all the time an extra £1,000 million per annum, 
perhaps even £500 million per annum, saved for invest- 
ment abroad or at home would have settled the issue. 
There is, then, almost relief in the thought that recent 
events have brought matters to a head in a form easy 
for everyone to understand. If we are not to plod along 
resignedly in enforced company with our allies, re- 
spected for past achievements but ignored in council 
because of present incapacities, then we must resolve 
this problem of paying our way abroad and having 
something over. 

It would be easy enough to fritter away any savings 
effected on military expenditure in the manner in which 
windfalls have been so often dissipated since 1945. 'There 
is not a little danger in some of the interpretations cur- 
rently being placed upon the idea of an “incentive” 
Budget. If this means that the Chancellor of the Ex- 
chequer is to seek ways of modifying the form, the dis- 
tribution and the impact of taxes in order to stimulate 
savings and effort, well and good. But if it means that 
less taxation in total is to be raised, that there will be 
more for us to spend, this surely would be self-defeating. 
The time may come when it would be reasonable for the 
government to suppose that, through an increase in the 
power of the whole community to consume, production 
would be enhanced by an even greater margin. To sup- 
pose that that time has yet arrived would be a great 
gamble. 


ECONOMIC PATTERNS IN MERGER CASES 


Clayton Act seeks essentially to achieve economic 

goals through legal means. It is not addressed to 
situations where competition has already failed, but to 
situations where mergers (or acquisitions of corporate 
stock or assets) might result in a substantial lessening of 
competition or a tendency to monopoly. 

What guides are available to the businessman in 
determining whether an acquisition may be challenged 
by one of the enforcement agencies? Is it possible to 
summarize the types of economic facts that signal a 
probable substantial lessening of competition or a 
tendency to monopoly? A series of settled cases would 
go far toward making concrete what is now stated in the 
law only in general terms. So far, however, the number 
of cases initiated by the Antitrust Division of the De- 
partment of Justice and the Federal Trade Commission 
has been few, and the number disposed of by decision or 
by agreement between the parties even fewer. Yet desire 
to merge and mergers continue, and with them the rela- 
tions between merging companies and the markets 
affected have become increasingly varied. 

In the absence of an array of decided cases, are there 
any economic patterns that distinguish mergers where 
cases have been brought from those where no enforce- 
ment action has followed? Are there particular classes of 
companies where mergers have attracted enforcement 
attention? What kinds of economic facts have entered 
into charges in cases where violation of the law has been 
alleged? Is there any pattern of conclusions concerning 
the effects of mergers on competition in such cases? 


COMPLICATIONS OF ANALYSIS 


An analysis seeking answers to such questions is essen- 
tially artificial since it abstracts from the full picture of 
the merging companies and the markets affected by 
their joint operation. It is also tentative since charges of 
violation are not findings that particular alleged facts 
are true or, if true, that the alleged effects on competi- 
tion will result. It will take many years until final 
decisions are built up in sufficient depth to permit even 
limited certainty concerning a limited range of mergers.! 
Meanwhile, the present article is designed to present 


Dec MOST of the antitrust laws, Section 7 of the 


1 The present paper outlines the principal kinds of facts concerning 
competition that have been alleged. Such facts can be, and are being, 
challenged in the cases that are still pending. In some, the accuracy of 
the facts is being questioned; in others, the conclusion that the facts 
indicate a probable lessening of competition or a tendency to monop- 
oly is being challenged, or both. Not until after the cases have been 
finally decided will there be certainty concerning the economic facts 
and consequences alleged 


systematic information on the twenty-nine mergers and 
acquisitions that have been challenged by the enforce- 
ment agencies; and, for these cases, to show the prin- 
cipal kinds of economic facts and conclusions alleged. 

The analysis is concerned only with cases arising 
under section 7 of the Clayton Act between December 
29, 1950, when the law was amended to cover assets, 
and the end of 1956. No attempt will be made to deal 
with matters of law; nor will the presentation deal di- 
rectly with decided cases, although table 3 shows the 
cases in which decisions have been reached.? 


FACTUAL BOUNDARIES OF MERGER CASES 


No roster of the principal economic facts alleged in 
the twenty-nine cases brought by the enforcement 
agencies can exhaust the facts that may underlie future 
cases. Since competition is a complex phenomenon, a 
probability of a lessening of competition or a tendency 
to monopoly may be charged in merger situations that 
differ from any that have so far been challenged. 

If one is to judge on the basis of the twenty-nine 
cases, however, a merger is most vulnerable if the ac- 
quiring company’s sales exceed $10 million or its assets 
exceed $50 million and if it is one of the first companies 
in its field; if the acquired unit is also one of the major 
organizations in its field; if the combined market shares 
of the two companies exceed 15%; and if a high per cent 
of the output of the products or services in question is 
concentrated in relatively few companies. Vulnerability 
is greatest under such conditions if the merging com- 
panies operate in the same field. If they do not, vulnera- 
bility appears to depend on whether the acquisition can 
be said to enhance the market position of an already 
dominant company. 

At the other extreme, mergers are, on the record, least 
vulnerable if neither party had over $10 million in sales 
or over $50 million in assets; if neither ranked higher 

1 Since the present study is organized in terms of classes of facts 
running through the cases, the reader may find it difficult to visualize 


ee in particular cases. Such facts can, however, be traced in 
table 5 


* No short discussion can reflect all the similarities or differences in 
the economic patterns of the cases that have arisen under section 7 of 
the Clayton Act since it was amended in 1950; nor can such a study 
serve as a substitute for legal advice based on examination of particu- 
lar cases. This is always true of economic problems that are handled 
through case law. It is, however, particularly true of the Merger Act 
since no specific economic fact or set of facts determines the effects of 
a merger on competition. Indeed, the effects of a merger will differ 
with the product relations between the acquiring and acquired unit; 
with the market position and practices of each; and with the numbers, 
relative positions and methods of operation of other companies that 
may be affected 
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than, say, tenth in its field; if together they had com- 
bined market shares under 15%; or if neither was en- 
gaged in a business that was concentrated in relatively 
few companies. Chances that a suit will not be brought 
are increased if there is neither actual nor potential com- 
petition between the merging companies. Chances are 
increased further if there is no actual or potential 
customer-supplier relationship between the two com- 
panies. They are increased still more if the merger repre- 
sents pure diversification—and if such diversification 
cannot enhance preexisting dominance on the part of the 
acquiring or acquired company. 

Between these two extremes there are, of course, 
many possible patterns of ‘mergers and many possible 
sets of facts. The chance that such mergers may be sub- 
jected to testing by one of the enforcement agencies 
would seem to depend upon the degree to which a 
merger appears, at the time of investigation, to reduce 
the incentives and opportunities for independent man- 
agerial decision by other companies which stand in a 
competitor, supplier, or customer relationship to one of 
the merging companies. 


TOTAL vs. PARTIAL ACQUISITIONS 


Partial acquisitions have rarely been challenged by 
the enforcement agencies. Where they have been chal- 
lenged, the acquiring company had either made a long 
series of related total and partial acquisitions, or had 
achieved or was about to achieve a controlling interest 
in the acquired company. Thus, in twenty of the twenty- 
nine cases, all the stock and/or assets of a company 
were acquired. In two cases a full division of a company 
was acquired (Erie Sand and Gravel’s acquisition of 
Sandusky, and Pillsbury’s acquisition of Duff). In four 
cases there were multiple acquisitions of all or part of 
the stock and/or assets of many concerns (Beatrice, 
Borden, Foremost and National Dairy). The three re- 
maining cases involve partial stock acquisitions and/or 
agreements to acquire further stock that would give the 
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acquiring company two thirds or more of the outstand- 
ing shares of the acquired company (Hilton’s acquisition 
of shares in Statler, Schenley’s in Park and Tilford, and 
Union Bag’s in Hankins). 


MERGER PATTERNS CHALLENGED 


Mergers have traditionally been classified as horizon- 
tal, vertical, and conglomerate. Horizontal mergers are 
mergers between companies making similar products, or 
products that are substitutes for each other. Vertical 
mergers are mergers between companies which stand in 
a supplier-customer relation to each other. Conglomer- 
ate mergers include all others. This system is, however, 
not clear cut. It is, for example, not certain whether 
acquisition by an eastern manufacturer of west coast 
facilities for making similar products is a horizontal or a 
conglomerate merger; nor is it certain whether an 
acquisition of a manufacturer of women’s shoes by a 
manufacturer of men’s shoes is horizontal or conglomer- 
ate. Acquisitions by integrated companies may well be 
both horizontal and vertical; as, for example, in the case 
of a pulp and paper manufacturer which acquires a com- 
pany owning timber lands and pulp mills. 

Despite its ambiguity the three-way classification can 
be used as a rough guide to the merger patterns that 
have been most frequently challenged by the enforce- 
ment agencies. Thus only three of the challenged ac- 
quisitions lack horizontal aspects—and in each of these 
the acquiring company was not only said to be dominant 
in its field but was said to be in a position to enhance its 
dominance through the acquisitions. 

More concretely, twenty-six of the twenty-nine mer- 
ger cases have some horizontal aspects, provided the 
term is stretched to include mergers between companies 
making or selling the same or similar products in differ- 
ent areas or making products which are broad-gauge 
substitutes one for the other. There are also vertical 
relations between the acquiring and acquired units in 
eight of the same twenty-six (Brown Shoe, Continental 


Background of Present Law 


Prior to 1950 acquisition of stock of a corporation en- 
gaged in commerce by another corporation engaged in 
commerce was prohibited by Section 7 of the Clayton Act 
if competition between the two companies might be sub- 
stantially lessened. Successive court decisions had, how- 
ever, made the law applicable only where there was direct 
competition between the companies. The courts had also 
held that the law was applicable only when stock alone 
was acquired. If the stock was used to acquire assets 
(plants or other properties), the law did not apply. 

Under an amendment of 1950, however, acquisition of 
all or part of the assets of a corporation engaged in com- 
merce by another corporation also engaged in commerce 
and under the jurisdiction of the Federal Trade Com- 
mission was prohibited “‘where in any line of commerce in 


any section of the country, the effect of such acquisition 
may be substantially to lessen competition, or to tend to 
create a monopoly.” 

Not covered by the act are: 


1. Acquisitions of stock or assets by companies that 
are not corporations and acquisitions of assets by cor- 
porations not subject to action by the Federal Trade 
Commission. 

2. Acquisitions of stock or assets of companies that 
are not corporations. 

3. Acquisitions of stock solely for investment where 
the stock is not used to bring about a substantial les- 
sening of competition. 

4, Acquisitions under the authority of specified 
regulatory agencies. 
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Can—Gair, Continental Can—Hazel-Atlas, General 
Shoe, Gulf Oil, Owens-Illinois, Schenley, and Union Bag). 
In only two cases is there a vertical relationship with- 
out an accompanying horizontal one—International 
Paper and Maryland and Virginia. According to the 
charges in the International Paper case, the largest 
paper company in the country was acquiring the second 
largest producer of lumber in the Northwest. According 
to the charges in the Maryland and Virginia case, the 
largest milk producers’ cooperative in an area acquired 
the largest independent milk dealer in the same area. 
In the remaining case (Scott), one of three challenged 
acquisitions was vertical while two were conglomerate. 
Concerning the conglomerate acquisitions it is charged 
that the facilities of the acquired companies could be 
converted to the manufacture of products of the acquir- 
ing company, which was said to be already dominant in 


its field. 
INDUSTRY AND PRODUCT MARKETS AFFECTED 


Twenty-six of the twenty-nine cases involve manufac- 
turing although some involve both manufacturing and 
distribution. (See tables 4 and 5.) One case concerns 
trade only (Luria). One involves services (Hilton), and 
one concerns dredging (Erie Sand and Gravel). 

Among the twenty-six cases in manufacturing, eight 
are in the food and four in the paper industry. The 
acquiring and acquired companies operated in the same 
broadly defined industries in almost all cases. The con- 
tainer cases, spanning paper and paper products, stone, 
clay and glass, and fabricated metal products industries, 
are, however, exceptions. 

There are no cases involving the tobacco, textile, 
furniture, chemical, rubber products, leather products 
or electrical or nonelectrical machinery industries. 

The specific product markets said to be affected are 
too numerous to be summarized; they are, however, 
listed in table 5. 


GEOGRAPHIC MARKETS AFFECTED 


Regional or local markets are said to be affected in 
eight of the twenty-nine cases. Seven of these involve 


Table 1: Number of Recorded Acquisitions Compared with 
Number of Acquisition Cases Initiated by Enforcement 
Agencies under Section 7 of the Clayton Act, 


1951-1956 
Years Acquisitions Cases 
DD Uses aseye tar eicte: Setenokistre eras 703 0 
ODD Se rca. cya.cclercestece slogbicss 822 1 
O53 eet eee oe 793 0 
NODA eaten Bictera ves Soe ce 617 Q 
OSS ie ye aeljaet a oeinted 846 8 
MEI ares Ochi eee ee 905 18 
otal me eae 5 ate 4,686 29 


Source: Acquisitions recorded by the Federal Trade Commission, Federal Trade 
Commission Press Release, February 14, 1957; Commerce Clearing House Trade 
Regulation Reporter and Federal Trade Commission and Department of Justice 
mimeographed text of complaints 


products with relatively heavy transportation costs and 
clearly defined regional markets, while the eighth in- 
volves hotel services (Crown Zellerbach, Erie Sand and 
Gravel, International Paper, Luria, Maryland and Vir- 
ginia, Pillsbury, Union Bag and Hilton). (See table 5.) 
The national market is specifically said to be affected 
in two cases (International Paper and Scovill). No spe- 
cific geographic area is mentioned in the other cases, but 
competition in the United States is implied. 


SIZE OF MERGING COMPANIES 


Some measure of total corporate size is alleged in 
virtually all cases. In most instances, such size is stated 
in terms of total sales or assets.’ In a few cases some 
other measure of total size is used, such as capacity, 
production, or circulation. 

Sales. The total sales of the acquiring company in the 
period preceding the challenged acquisitions are stated 
in twenty-five of the twenty-nine cases; sales of the 
acquired company are stated in nineteen cases. (See 
table 5.) 

1. In all cases, the acquiring companies either had 
large sales or their sales ranked among the largest in 
their fields, or both. Thus the lowest alleged sales figure 
for an acquiring company was $11 million (Brille). In 
that case, Brillo is said to have ranked first in the pro- 
duction and sale of steel wool and steel wool products 
while the acquired company was one of its major 
competitors. 

The acquiring company was said to be first in its field 
in five of the six cases in which sales of the acquiring 
company were not stated (Farm Journal, Luria, Mary- 
land and Virginia, Minute Maid, and Schenley); and the 
acquired company first in its field in the remaining case 
(Erie Sand and Gravel). 


1 Some cases specify total net sales, others net sales, and still others 
sales; some specify total assets and others specify assets only 


Table 2: Cases in Which Acquisitions were Challenged by 
Enforcement Agencies under Section 7 of the Clayton 
Act, 1951-1956, by Recorded Status of Case, 
January 1, 19571 


No. Initiated by 


Federal Department 


Status of case Total No. Trade of Justice 


Decided) casest ten eee eee 
Divestiture required......... 
By decision in a contested 


CASE cs onatemictsier ice ste ete as 2 1 1 

By consent of parties. ..... 4 2 2 
Injunction denied... ....... 2 0 Q 
Complaints pending........... Q1 15 6 


1 Each separate complaint filed by the Federal Trade Commission or the Depart- 
ment of Justice is counted once; 7.¢., where a series of acquisitions by a single company 
is covered by one complaint, one case is recorded; where distinct acquisitions by a 
single company are covered by separate complaints, separate cases are recorded. 

* lace Aaa by sal es be aerate case that was pending has been settled by 
msent of the parties and a Hearing Examiner’s opini i i 
can ny ot table 3) af g er’s opinion was filed in a second pending 

jource: Federal Trade Commission and Department of Justice mimeographed 
texts of complaints and Commerce Clearing House Trade Regulation Reosetaet 4 
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Table 3: Acquisitions Challenged by Enforcement Agencies under Section 7 of the Clayton Act, as Amended, 1951-1956 


naa a Nt ee a a 


Title of Case Initiating Agency and Action Date Initiated Status January 1, 1957 
ee eee eee ee ee eee Fe REA ZE WE 
American Radiator & Standard Sanitary Corp., U.S. v.... Justice complaint Mar. 30, 1956 Pending 
seeking divestiture 
Beatrice Foods Co., in the matter of.................. FTC complaint Oct. 16, 1956 Pending 
Bethlehem Steel Corp., and Justice complai i 
’ plaint Dec. 12, 1956 Pendin, 
The Youngstown Sheet and Tube Co., U.S. v........ seeking injunction 2 
The Borden Co., in the matter of..............0cce0e- ETC complaint Oct. 16, 1956 Pending 
Brillo Mfg. Co., Inc., in the matter of. .............04. FTC complaint May 22, 1956 Pending 
Brown Shoe Co., Inc., G. R. Kinney Co., Inc., U.S.v...... Justice complaint Nov. 28, 1955 Injunction denied 
seeking injunction Jan. 13, 1956 
Continental Can Co., Inc., U.S. v. Justice complaint Oct. 30, 1956 Pending 
(acquisition of Robert Gair Co.)...............000-- seeking divestiture 
Continental Can Co., Inc., and Justice complaint Sept. 10, 1956 Injunction denied 
tavrel~Atlag Glass (ox Uy Scews's ols, 2 sienxsaie aicistals asTSsissete seeking injunction Sept. 13, 1956 
Crown Zellerbach Corp., in the matter of.............. FTC complaint Feb. 15, 1954 Pending! 
Erie Sand and Gravel Co., in the matter of............ FTC complaint Oct. 30, 1956 Pending 
Farm Journal, Inc., in the matter of................... FTC complaint June 30, 1955 Limited divestiture ordered 
July 24, 1956 
Foremost Dairies, Inc., in the matter of............... FTC complaint Jan. 17, 1956 Pending 
Fruehauf Trailer Co., in the matter of................. ETC complaint Aug. 17, 1956 Pending 
eneraitgnoe GOLpsy Use. Veen t ores cee is coeee ees Justice complaint Mar. 29, 1955 Limited divestiture ordered 
seeking divestiture Feb. 17, 1956 
Ga Oil Corp. m the matter of... 00... ....26--cncce+s: ETC complaint Dec. 13, 1956 Pending 
Hilton Hotels Corp. and Justice complaint Apr. 27, 1955 Consent judgment 
Statler Hotels, Delaware Corp., U.S. v.............. seeking divestiture Feb. 6, 1956 
International Paper Co., in the matter of.............. FTC complaint Nov. 6, 1956 Pending 
Luria Bros. & Co., Inc. et al., in the matter of.......... FTC complaint Jan. 19, 1954 Pending 
Maryland and Virginia Milk Producers Association, Inc... Justice complaint Novy. 21, 1956 Pending 
seeking divestiture 
eberrerter LAC: Ores Ul nea cV saya ole oe eteie ws die w wistacniess nnslote bie Justice complaint Sept. 7, 1955 Consent judgment 
seeking injunction Sept. 7, 1955 
National Dairy Products Corp., in the matter of........ FTC complaint Oct. 16, 1956 Pending 
Owens-Illinois Glass Co., U.S. v.........seeeeeeeeeeee Justice complaint Dec. 4, 1956 Pending 
seeking divestiture 
Pillsbury Mills, Inc., in the matter of.................. FTC complaint June 16, 1952 Pending 
Schenley Industries, Inc., U.S. Vo... 2000.05 scecenecese Justice complaint Feb. 14, 1955 Pending? 
seeking divestiture 
Scott Paper Co., in the matter of. ............-060-00 FTC complaint June 1, 1956 Pending 
i Bet Ose ID ENG IMALUCIZOL tercrets velo rere sta, de,s18" crore (ais FTC complaint Mar. 12, 1956 Consent order 
Scovill Mfg. Co., in the P Sept. 24, 1956 
A. G. Spalding & Bros., Inc., in the matter of.......... FTC complaint Dec. 8, 1955 Pending 
Union Bag & Paper Corp., Hankins Container Co., FTC complaint June 30, 1955 Consent order 
RITE A ELE OL, fae o ticucpoparckatoke/ cet otsl Fhe tote eo te ai8 1s ee.egs May 10, 1956 
The Vendo Co., in the matter of........0.......e0e00- FTC complaint Oct. 11, 1956 Pending 
SERENE rrr en EE 
1 Hearing Examiner’s Opinion, filed February 26, 1957 2 Consent judgment April 3, 1957 


Source: Federal Trade Commission and Department of Justice mimeographed texts of complaints and Commerce Clearmg House Trade Regulation Reporter 
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Table 4: Number of Acquisition Cases Initiated by Enforce- 
ment Agencies under Section 7 of the Clayton Act, as 
Amended, by Industry 1951-1956 


Industry Number of Cases 


Manufacturing and distribution........ ave si 26 
Food and kindred products......... ve 8 oe 
Dairy products 1. velit reels 
Frozen fruit juices.............- 
Flour and baking mixes.......... 
Beverage products. ........++++- 
Apparel and related products....... 
Paper and allied products, 
exclusive of containers........... 
Containers (paper, glass, & metal)... 
Printing and publishing............ 
Petroleum & coal products......... 
Primary metals industries.......... 
Fabricated metal products......... 
Transportation equipment......... 
Miscellaneous manufacture......... 


Tradeonlger es otic scse bees ater ee “6 1 
sie 1 Me 


- eo 


at et et et et OO ©: 5 Gat 


Lotalaicch ss 5. roaeoaer ee seas we a6 29 


Source: Federal Trade Commission and Department of Justice mimeographed 
texts of complaints and Commerce Clearing House Trade Regulation Reporter 


2. In all cases, the acquired units were also substan- 
tial organizations measured by sales, were among the 
first in their lines in their areas, were one of a few com- 
petitors, or formed part of an extensive series of acquisi- 
tions by the acquiring company. Thus the lowest alleged 
total sales figure for an acquired unit was $800,000 (in 
the case of Williams acquired by Brillo). 

Three of the ten cases, in which sales of the acquired 
units were not mentioned, contain charges that the ac- 
quired property was first, second, or third in its field 
(Erie Sand and Gravel, Farm Journal, and Minute 
Maid). One charges that the acquired units were among 
the largest in their respective lines (Luria); another 
states that with few exceptions all companies in the 
field but the acquiring company were small (Fruehauf) ; 
another charges acquisition of a substantial competitor 
and an increase in concentration in the industry affected 
(Schenley) ; and four involve multiple mergers (Beatrice, 
Borden, Foremost, and National Dairy). 


Assets. Total assets of the acquiring and the acquired 
unit in the period preceding the challenged acquisitions 
are stated in eleven of the twenty-nine cases. (See 
table 5.) 

1. In virtually all cases, the acquiring company had 
substantial assets, was one of the ranking companies in 
its field, or had engaged in multiple acquisitions. Thus 
the lowest alleged total assets for an acquiring company 
were $50 million (in the case of Scott Paper). 

Tn the eighteen cases in which the assets of the acquir- 
ing company are not stated, six allege multiple mergers 


by companies ranking high in their respective industries 
(Beatrice, Borden, Brown Shoe, Foremost, General 
Shoe, and National Dairy); nine allege that the acquir- 
ing company accounted for the largest volume of busi- 
ness in its field (Brillo, Farm Journal, Fruehauf, Luria, 
Maryland and Virginia, Minute Maid, Schenley, Scovill, 
and Vendo); one that the acquiring property was second 
in its field and the acquired company first (Erie); and 
one that both the acquiring and the acquired company 
were among the first four in their field (Spalding); in 
the remaining case where there was no charge as to 
assets or rank of the acquiring company there were 
charges of violation of other sections of the law (Union 
Bag). 

2. In all cases, the acquired unit was also a substan- 
tial organization, or ranked high in its field, or was one 
of many acquisitions by the acquiring company. Thus 
the lowest alleged total assets for an acquired unit were 
$15 million (in the case of Crown Zellerbach’s acquisi- 
tion of St. Helens Pulp). 

Among the eighteen cases in which the assets of the 
acquired units were not given, six involve multiple ac- 
quisitions by the acquiring company (Beatrice, Borden, 
Brown Shoe, Foremost, General Shoe, and National 
Dairy); seven involve acquisitions of units which were 
themselves of major rank in their own fields (Williams 
acquired by Brillo, Sandusky by Erie Sand and Gravel, 
“Better Farming” by Farm Journal, seven scrap iron 
dealers or brokers acquired by Luria, Embassy by 
Maryland and Virginia, Snow Crop by Minute Maid, 
and DeLong Hook & Eye by Scovill); four involve sub- 
stantial acquisitions in fields where there were said to be 
few major competitors (Fruehauf, Schenley, Spalding, 
and Vendo); and in the remaining case, charges of viola- 
tion of other laws were also involved (Union Bag). 


GROWTH THROUGH ACQUISITIONS 


A charge that a substantial portion of the acquiring 
company’s growth was through mergers and acquisitions 
appears in eleven cases. (American Radiator, Beatrice, 
Borden, Brown Shoe, Continental Can—Gair, Fore- 
most, General Shoe, National Dairy, Owens-Illinois, 
Pillsbury, and Scott). A charge that a substantial por- 
tion of the acquired company’s growth was through 
mergers and acquisitions appears in two cases (Conti- 
nental Can—Gair, Owens-Illinois). 


RANK OF MERGING COMPANIES 


The position of the acquiring company in relation to 
its competitors is specifically alleged in twenty-five 
cases. The position of the acquired unit, or units, is 
alleged in seventeen cases. Indeed, this type of fact is 
alleged more often than any other single size or competi- 
tive characteristic. The facts about rank standing, as 
charged, may be briefly summarized. (See table 5.) 

The Acquiring Companies. The acquiring companies 
were said to rank high in their fields in virtually all 
cases. Thus the rank of the acquiring company among 
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its competitors is specifically alleged in twenty-five 
cases, and of the remaining four, three involve multiple 
acquisitions by a major company in its field (Beatrice, 
Foremost, and General Shoe) and one involves other 
alleged violations of law (Union Bag). 

The acquiring company was said to rank first in a 
specific area in production, sale or distribution of par- 
ticular products in sixteen cases (American Radiator, 
Brillo, Crown Zellerbach, Farm Journal, Fruehauf, Hil- 
ton, International Paper, Luria, Maryland and Virginia, 
' Minute Maid, National Dairy, Owens-Illinois, Schen- 
ley, Scott Paper, Scovill, and Vendo). 

The acquiring company was alleged to rank second in 
six cases (Bethlehem, Borden, Continental Can—Gair, 
Continental Can—Hazel-Atlas, Erie Sand and Gravel, 
and Gulf Oil). In one case it was said to rank third 
(Brown Shoe); in another case to be one of the first four 
in its field (Spalding); and in still another case to be 
lower in rank but still among the larger companies in its 


field (Pillsbury). 


The Acquired Uniis. The rank standing of the ac- 
quired unit is specifically stated in all but eleven of the 
twenty-nine cases—and in seven of these eleven cases 
the acquiring company is said to rank first or second in 
its field (Borden, Continental Can—Gair, Fruehauf, 
National Dairy, Schenley, Scott Paper, and Vendo); 
three other cases involve multiple mergers (Beatrice, 
Foremost, and General Shoe); and one involves other 
charges of violation of law (Union Bag). 

The acquired unit is said to rank first in its field in 
four cases (Mullins acquired by American Radiator, 
Sandusky by Erie Sand and Gravel, Warren by Gulf, 
and Embassy by Maryland and Virginia); second in its 
field in five cases (Hazel-Atlas acquired by Continental 
Can, St. Helen’s by Crown Zellerbach, “Better Farm- 
ing” by Farm Journal, Statler by Hilton, and Long-Bell 
by International Paper); third in its field in two cases 
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(Snow Crop acquired by Minute Maid, and National 
Container by Owens-Illinois); fourth in its field in one 
case (Williams acquired by Brillo); and to be one of the 
first four in its field in another case (acquisition of 
Rawlings by Spalding). In the remaining five cases, the 
acquired unit is said to be sixth (acquisition of Youngs- 
town by Bethlehem), ninth (acquisition of Kinney by 
Brown Shoe), third and ninth respectively (acquisitions 
of Ballard and Duff by Pillsbury), one of the principal 
companies in its field (acquisition of DeLong Hook & 
Eye by Scovill); and among the large or largest com- 
panies in their field (seven acquisitions by Luria). 

It may be noted that the rank of the acquiring com- 
pany in particular markets appears to have been far 
more important in the selection of cases than was size as 
such. Of the twenty-five acquiring companies engaged in 
manufacturing,! only nine were among the hundred 
largest manufacturing corporations, by size of assets, in 
1955 (Bethlehem, Borden, Continental Can, Crown Zel- 
lerbach, Gulf, International Paper, National Dairy, 
Owens-Illinois, and Schenley) and only four were among 
the second hundred largest manufacturing corporations 
in that year (American Radiator, Foremost, Fruehauf, 
and Scott Paper). 


MARKET SHARES OF MERGING COMPANIES 


The combined share of the business in particular mar- 
kets accounted for by both parties to a merger is a part 
of the complaint in eleven cases (American Radiator, 
Bethlehem, Crown Zellerbach, Erie Sand and Gravel, 
Farm Journal, Fruehauf, Maryland and Virginia, 
Minute Maid, Pillsbury, Schenley, and Vendo) and the 
share held by the acquiring company alone is a part of 
the complaint in four additional cases (Brillo, Continen- 
tal—Hazel-Atlas, International Paper, and Scott). Mar- 
ket shares are not alleged in the remaining fourteen 


1 Continental Can is the acquiring company in two cases 


Statistics on Merger Cases 


The Federal Trade Commission has stated that from 
1951 through 1956 there were 4,686 acquisitions reported 
in Moody’s Investors’ Service, Standard Corporation 
Records, and newspapers and trade papers from which the 
Commission records mergers.! (See table 1.) 

Twenty-nine cases involving such acquisitions were 
initiated by the enforcement agencies during the same 
period. (See table 2.) Eighteen of these were initiated by 
the Federal Trade Commission and eleven by the De- 
partment of Justice. 

This means that .6% of the officially recorded mergers 
resulted in cases. One case was initiated in the first two 
years of the act and twenty-six in the years 1955-1956. 
(See table 3.) 

All but seven of the cases started during the six-year 
period were still pending at the end of 1956.? Of the seven, 
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four had been settled by consent of the parties and three 
were decided by the courts or the Commission after the 
case had been contested. 

In all four of the cases settled by consent (Hilton, 
Minute Maid, Scovill, and Union Bag), an agreement 
was reached without a finding of facts or of violation of 
law. 

In two of the three contested cases (Farm Journal and 
General Shoe), a violation of section’? was found. In the 
third case (Brown Shoe), an injunction was denied. 

1 Federal Trade Commission release of February 14, 1957. Such a count of 
cases should not, however, be taken to reflect the relative importance of differ- 
ent mergers, since no judgment as to completeness of recording or as to the 
relative weight of different mergers accompanies the Federal Trade Commis- 
sion release i 

2 One case was settled by consent agreement on April 8, 1957 (Schenley) , 
and in another case a eri | Examiner’s open was filed on February 25, 


1957, but no Federal Trade Commission ruling had been handed down by 
April 20, 1957 (Crown Zellerbach) 


Table 5: Selected Basic Facts Alleged in Acquisition Cases Initiated by 


taped 6 Oy foe te aie eine a ee eee 


Acquiring Company 


American Radiator & 


Standard Sanitary Corp. 


Beatrice Foods Co. 


Bethlehem Steel Corp. 


The Borden Co. 


Brillo Manufacturing Co., 


Inc. 


Brown Shoe Co., Inc. 


Continental Can Co., Inc. 


Continental Can Co., Inc. 


Crown!Zellerbach Corp. 


n.a, Not alleged 


Acquired Company 
or Property 


Muitlins Mfg. Corp. 


(1956) 


All or part of the stock or 


assets of 44 dairy prod- 
ucts corporations 

All or part of the assets of 
87 other dairy products 
concerns 
(1951-1956) 


Youngstown Sheet and 


Tube Co. 
(Plan to acquire dated 
12-11-56) 


All or part of the stock or 


assets of 33 dairy prod- 
ucts corporations 

All or part of the assets of 
47 other dairy products 
concerns 
(1951-1956) " 


Williams Co. 
(1955) 


G. R. Kinney Co., Inc. 


(Plan to acquire dated 
7-25-55) 


Robert Gair Co., Inc. 


(1956) 


Hazel-Atlas Glass Co. 


(1956) 


St. Helens Pulp and 


Paper Co. 
(1953) 


Product or 
Service Affected 


Bathtubs 
Kitchen sinks 
Steel kitchen cabinets 


Dairy products 


Variety of iron and steel 


products 


Dairy products 


Steel wool 
Steel wool products 


Shoes 


Paperboard products 


Flexible packaging prod- 
ucts 

Paper containers 

Containers, generally 


Metal cans 

Glass bottles 

Plastic bottles 
Metal closures 
Containers generally 


Kraft paper and paper 


products of 


specified 
kinds 
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All figures 
Assets Sales 
Prior to Acquisition | Prior to Acquisition 
Levels and a 5 ais 3 
A A djA Acquired 
Area Affected Coane | Company) Combine ld aan 
(In millions of dollars) 
Production, distribution | $ 295 $ 42 $ 400 $ 51 
and sale; area unspeci- 
fied 
Manufacture, purchase, n.a n.d 205 n.a 
processing and distribu- 
tion; area unspecified 
Production and sale; area 1,999 573 2,097 617 
unspecified 
Manufacture, purchase, n.a n.a 613 n.a 
processing, distribution; 
area unspecified 
Production and sale; area n.a n.d iT 8 
unspecified 
Production, distribution, n.a na 138 46 
and sale; area unspeci- 
fied 
Production and _ sale; 382 135 666 160 
area unspecified 
Production and sale; 382 38 666 80 
area unspecified 
Purchasing of pulp and 243 | 15 953 ee 


mfg., converting and 
jobbing of paper and 
paper products; West- 
ern states, particularly 
Pacific Coast states 
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Enforcement Agencies under Section 7 of the Clayton Act 


rounded 


ee er 


Rank Standing Prior to Acquisition 


Acquiring Company 


1st in U. S. in manufacture of 


bathtubs 
Ist in U. S. in manufacture of 


kitchen sinks 


7.da. 


2nd in U. S. in production of iron 


and steel 


Qnd in U. S. in dairy products ir- 


dustry 


1st in U. S. in production of steel 


wool and steel wool products 


$rd in U. S. in dollar value of sales 


of shoes by a shoe manufacturer 


Qnd in U. S. in manufacture of 


metal cans 
Ist in U. S. in manufacture of wide- 
mouth glass bottles 
| 2nd in U.S. in manufacture of glass 
bottles 
Ath in U. S. in sale of plastic squeeze 
bottles 


| 2nd in U. S. in manufacture of 


metal cans 
Qnd in U. S. in production of crown 


caps : 
4th in U. S. in sale of plastic squeeze 
bottles 


9nd in U. S. in manufacture of pulp 


and paper 

1st in Pacific Coast states in manu- 
facture of pulp and paper 

1st in Pacific Coast states in manu- 
facture of specified kraft paper 
and paper products 


Acquired Company 


Ist in U. S. in manufacture of steel 
kitchen sinks 

Ist in U. S. in manufacture of steel 
kitchen cabinets 


n.d. 


6th in U. S. in production of iron 


and steel 


One of four largest U. S. producers 


of steel wool and steel wool prod- 
ucts 


9th in U. S. in dollar value of sales 


of shoes 


2nd in U.S. in manufacture of glass 


bottles 
ist in U. S. in manufacture of wide- 
mouth glass bottles 


2nd in Pacific Coast states in manu- 
facture of specified kraft paper 
and paper products 


Combined Market Shares 
Prior to Acquisition 
(all products not shown) 


27% of U.S. shipments of kitchen 


Industry Concentration 
Prior to Acquisition 


n.a 
sinks 
30% of U. S. shipments of steel 
kitchen cabinets 
n.a n.a 


21% of U.S. capacity in coke 

20% of U.S. capacity in blast fur- 
nace products 

20% of U.S. capacity in ingots and 
steel for castings 


n.d. 
(Brillo alone: 
50% of steel wool and steel wool 
products for household use 


30% of steel wool and steel wool 
products for industrial use) 


board and nonbending board 
5th in U. S. in production of con- 
tainerboard 


58% of U. S. capacity in iron and 


steel in 4 companies 
Similar concentration in manufac- 

ture of certain finished steel prod- 

ucts; e.9., 

57% of U.S. See in hot rolled 
sheet in 4 compani 

58% of U.S. SS in cold rolled 
sheet in 4 companies 

66% of U.S. capacity in hot rolled 
bars in 4 companies 


n.d. 


90% of U. S. sales of steel wool and 
steel wool products for household 
use in 2 companies 

55% of U.S. sales of steel wool and 
steel wool products for industrial 
use in 2 companies 


2nd in U.S. in production of folding | 88% of U. S. sales of tin cans in 2 


companies 
50% of U.S. glass container produc- 
tion in 2 companies 


8rd in U. S. in shipments of kraft | 50% of U. S. production of metal 


paper bags 


n.d. 
(Continental alone: 
30% of U.S. metal cans sales 


9% of U.S. plastic squeeze bottles 
sales 

18% of U. S. manufacture of metal 
closures 

82% of U. S. manufacture of fibre 
drums) 


0% of Pacific Coast sales of speci- 
ee kraft paper and paper prod- 


closures in $ companies 


85% of Pacific Coast sales of speci- 
fied kraft paper and paper prode 
ucts in 3 companies 


| _ Source: Federal Trade Commission and Department of Justice mimeographed texts of complaints under Section 7 of the Clayton Act pei Commerce Clearing House Trade Regulation Reporter 
221 


MAY, 1957 


Table 5: Selected Basic Facts Alleged in Acquisition Cases Initiated by 


All figures 


ee Sa TE Se ee eee 
Sales 


Acquiring Company 


Erie Sand and Gravel Co. 


Farm Journal, Inc. 


Foremost Dairies, Inc. 


Fruehauf Trailer Co. 


General Shoe Corp. 


Gulf Oil Corp. 


Hilton Hotels Corp. 


International Paper Co. 


Luria Bros. & Co., Inc. 


Gross revenue 


Acquired Company 
or Property 


Sandusky Div. of Kelley 


Island Co. 
(1955) 


Better Farming (formerly 


Country Gentleman) 
(1955) 


Stock or assets of 30 dairy 


products corps. 
(1951-1955) 


1) Carter Mfg. Co., Inc., 


and Carter, Inc. 
2) Brown Equipment & 
Mfg. Co. 


g.C 

3) Hobbs Mfg. Co. and 
Hobbs Trailer and 
Equipment Co. 

4) Strick Plastic Corp. 

5) Independent Metal 
Products Co. 

(1947-1956) 


Delman, Inc. 
(1954) 


Warren Petroleum Corp. 


(1956) 


75% of the common stock 


and specified assets of 
Statler Hotels, Dela- 
ware Corp. 

(1954) 


Long-Bell Lumber Corp. 


and Long-Bell Lumber 
Co? 
(1956) 


All or substantial part of 


capital stock of 

1) Pueblo Compressed 
Steel Corp. 

2) A. M. Wood & Co., 
Inc. 

8) Lipsett, Inc. 

4) Lipsett Steel Prod- 
ucts, Inc. 

5) Southwest Steel Corp, 

6) ka Steel & Supply 

0. 
7) Cermack-Laflin Corp. 
(1946-1951) 


Product or 
Service Affected 


Lake sand 


Agricultural publications 


Advertising in such pub- 
cations 


Dairy products 


Truck-trailers 
Aluminum truck-trailers 
Dump trailers 


Shoes 


Crude oil 
Natural gas 
Natural gasoline 
LP-gas 
Derivatives 


Hotel chains (1st class 


metropolitan hotels serv- 
icing conventions) 


Paper and paperboard in- 


dustry 


Tron and steel scrap 


2 Facts refer to Long-Bell Lumber Co. 
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Levels and 
a Aff 


Production and sale in 


southern shore area of 
Lake Erie from Buffalo, 
N. Y. to Sandusky, Ohio 


Publication, distribution 


and sale; area unspeci- 


fied 


Purchase, processing and 


distribution; 
specified 

n.d. 

area unspecified 


area un- 


Production, distribution 


and sale; area unspeci- 
fied 


Production, purchase and 


sale, area unspecified 


Hotel service; N.Y.C., 


Washington, D. C., St. 
Louis, Los Angeles, and 
U.S. generally 


ae specific level alleged; 


generally and 
western states in par- 
ticular 


Purchase and sale in vari- 


ous sections of U. S. 


na. Not alleged 


Assets 
Prior to Acquisition 


Prior to Acquisition 


Acquiring | Acquired | Acquiring | Acquired 
Company | Company | Company | Company 
(In millions of dollars) 

n.d. n.d. n.d. n.d. 

n.a n.a n.a n.a 
n.d n.a. 48 n.a 
n.@ 1. 223 1.4 
n.a n.4, 135 > 
2,161 | 168 | 1,896 | 100. 
105 $7 974 671 
620 91 796 106 
n.a. n.d. n.d. n.a 
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Enforcement Agencies under Section 7 of the Clayton Act—continued 


rounded 


Rank Standing Prior to Acquisition 


Combined Market Shares 
“ . Prior to Acquisition Industry Concentration 
Acquiring Company Requwel Company (all products not shown) Prior to Acquisition 
ila ae shore area of Lake | 1st in southern shore area of Lake 92% of southern shore area of Lake | 92% of southern shore area of Lake 
rie in supplying Jake sand Erie in supplying lake sand Erie sales of lake sand Erie sales of lake sand in 2 com- 
panies 


Ist in U. S. among monthly farm | 2nd in U. S, among monthly farm | 24% of U.S. net paid circulation in | 100% of U.S. net paid circulation in 
oe in monthly net paid cir- magazines in monthly net paid cir- | monthly farm magazines monthly farm magazines with a 
culation culation 51% of U.S. net paid circulation in | circulation of 1 million or more in 
monthly farm magazines with a | 6 companies 
circulation of 1 million or more 

100% of U. S. net paid circulation 
in monthly farm magazines with 
national coverage 


n.d. n.d. n.d. n.d. 


1st in U. S. in manufacture, sales n.d. 49% of U.S. sales of new truck- n.d. 
and servicing of truck-trailers trailers 


47% of U.S. sales of dump trailers 


n.a n.d. na. n.4. 
nd in U. S. in net sales in petro- | 1st independent producer in U.S. of | 4th in U.S. in production of natural NG. 
leum indus natural gasoline and LP-gas gasoline 
4th in U. S. in total assets in petro- | 1st independent purchaser in U.S. | Ist in U. S. in sales of LP-gas to 
Jeum industry of natural gasoline and LP-gas; | other producers 
Qnd in U. S. in natural gas liquid | largest purchaser, independent or 
reserves integrated, of LP-gas 
14th in U. S. in production of nat- | Ist seller in U. S., independent or 
ural gas liquids integrated, of LP-gas to dealers 


Ist in U. S. in production and sale | and distributors and of natural 
of butadiene (through a jointly | gasoline 
owned subsidiary) 


1st hotel chain in U. S. in total as- | 2nd hotel chain in U. S. in number n.d. n.d. 
sets, gross revenue, and rooms | of domestic hotel rooms under its 
under its control control 

1st in U. S. in capacity to produce | 2nd in Pacific northwest in produc- n.d. n.d. 
paper and paperboard (3 times | tion of lumber (International alone: : 
more than its largest competitor) | One of leading companies in pro- | 25%-50% of U. S. production of 

Ist in U. S. in production of kraft | duction of plywood many types of paper and paper- 
board board) 

A leading U. S. manufacturer of 
specified papers 

One of largest in U.S. in ownership 
of forest lands 

i ee —_ 

1st in U. S. in purchase and sale of | Large or largest brokers or dealers n.d. n.d. 

iron and steel scrap in their respective areas in iron 


and steel scrap 


Source: Federal Trade Commission and Department of Justice mimeographed texts of complaints under Section 7 of the Clayton Act and Commerce Clearing House Trade Regulation Reporter 
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Table 5: Selected Basic Facts Alleged in Acquisition Cases Initiated by 


All figures 
es eevee ee ee 
ssets Sales a 
Prior to Acquisition | Prior to Acquisition 
ore i roduct or Levels and Ee = Zits i 
teasing Company | Aoi Congr soe srersacdaa | Asuting | Asked | Aoi | gud 
(In millic¢ 4s of dollars) 
Maryland and Virginia Green Spring Milk Co., | Milk Production and sale of | na. n.d. ¥| n.d. 4 
Milk Producers Associa- | Inc. (formerly Embassy milk to Washington 
tion, Inc. Dairy, Inc.) metropolitan area deal- 
(1954) ers and distribution of 
fluid milk by these 
dealers 
Minute Maid Corp. Snowcrop Division of | Frozen citrus juice con- | Production, distribution n.a n.a n.a n.a 
Clinton Foods, Inc. centrates and sale of frozen citrus 
(1954) Citrus fruits juice concentrates and 
purchase of citrus fruits; 
area unspecified 
National Dairy Products } All or part of the stock or | Dairy products Purchase, manufacture, n.a n.a 906 n.a 
Corp. assets of 21 dairy prod- processing and distribu- 
ucts corporations tion; area unspecified 
All or part of the assets of 
18 other dairy products 
concerns 
(1951-1956) 
Owens-Illinois Glass Co. National Container Corp. | Containers, generally Container industry, gen- 280 99 370 95 
(1956) Glass containers erally; area unspecified 
Containerboard 
Shipping containers 
Pillsbury Mills, Inc. Ballard and Ballard Co. | Family flour Various sections of the 59 |B: 11 201 |B: 30 
Duff’s Baking Mix Divi- | Bakery flour U. S., particularly the D:n.a D:n.a 
sion of American Home | Prepared flour-base mixes | southeast 
Products Corp. 
(1951-1952) 
Schenley Industries, Inc. 70% of outstanding stock | Whiskey Production and sale of n.d n.@. n.@. n.a 
of Park & Tilford Dis- | Cooperage whiskey and sale of j 
tillers Corp. cooperage; area unspe- 
(1954) cified 
Scott Paper Co. 1) Soundview Pulp Co. Specified sanitary paper | Production, distribution 50 |S: 29 97 |S: 23 
2) Detroit Sulphite Pulp | products and sale; area unspeci- D: 12 D: 18 
and Paper Co. Household waxed paper Hz. 62 H: 40 
3) Hollingsworth & 
Whitney Co. 
(1951-1954) 
Scovill Manufacturing Co. | DeLong Hook & Eye Co. | Safety pins Production and saleinthe| n.a n.a 110 2 
(1955) Common pins 
A. G. Spalding & Bros., Inc.| Rawlings Manufacturing | Athletic goods Manufacture and distri- | n.a 1.0.11 Pagee a 
Co. bution of athletic goods; 
(1955) area unspecified 
Union Bag & Paper Corp. | Agreement to increase | Containerboard Manufacture, sale and| na. | na. 106 eae : 
holdings of Hankins | Corrugated boxes and | distribution of contain- 
Container Co. to 6624% | sheet erboard, corrugated 
of authorized and out- boxes and sheets, par- 
standing stock ticularly east of the 
(1954) Mississippi River 
The Vendo Co. Vendorlator Manufactur- Coin-operated vending | Production and sale; area n.d. n.d, Q1 11 
ing Co. machines to dispense | unspecified 
(1956) bottled soft drinks 


n.a, Not alleged 
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Enforcement Agencies under Section 7 of the Clayton Act—continued 
rounded 


re ee ei ea re, ee es ee 


Rank Standing Prior to Acquisition : 
Combined Market Shares 


Prior to Acquisition bes meats Concentration 
Acquirrag Company Acquired Company sail parencts oo eee) My eaty ees 
1st in Wash. mietropolitan area in | Ist in Wash. metropolitan area n.d. n.d 
milk sold to dealers among dealers outlets for milk | (Maryland and Virginia alone: 
supplied by other than M & V 92% of Washington metropolitan 


4th in Wash. metropolitan area | area milk sold to dealers) 
among dealers in fluid milk 

Ist in Wash. metropolitan area 
among dealers selling fluid milk to 
federal installations 


1st in U.S. in production, distribu- | 3rd in U. S. in production, distribu- 35% of U.S. industry capacity in | 50% of U. S. capacity to produce 
tion and sale of frozen citrus juice | tion and sale of frozen citrus juice | frozen citrus juice concentrates frozen citrus juice concentrates in 
concentrates \ concentrates 25% of U.S. sales of frozen citrus | 3 companies 
Juice concentrates 


Ist in U. S. in dairy products in- n.d. n.d. n.d. 
dustry 


1st in U. S. in production and sale | 3rd in U. S. in production and sale | One of largest, if not the largest, | 60% of U. S. glass container produc- 


of glass containers of shipping containers made from | producer of shipping containers | tion in 3 companies 
One of largest in U. S. in produc- | containerboard made from containerboard 
tion of shipping containers One of 2 glass container mfrs. con- 


trolling completely integrated 
shipping container facilities 


2nd in U. S. in flour milling 38% of U. S. industry capacity in 
5th in S. E. in sale of family flour 8rd in S. E. in sale of family flour | 8% of S. E. family flour sales flour milling in 9 companies 
(Ballard) 
8rd in S. E. in sale of bakery flour | 9th in S. E. in sale of bakery flour | 9% of S. E. bakery flour sales 70% of U.S. sales of flour-base mixes 
(Ballard) 4 in 7 companies 
1st in S. E. in sale of prepared flour- | 3rd and 5th in S. E. in sale of pre- | 45% of S. E. prepared flour-base mix 
base mixes pared flour-base mixes (Ballard | sales 
and Duff, respectively) 
1st in U. S. in capacity to produce n.d. 21% of U. S. capacity to produce | Addition of Park & Tilford facilities to 
whiskey whiskey { those of Schenley alleged toresultin: 
Qnd in U. S. in production of 26% of U.S. production of whiskey | 59% of U. S. capacity to produce 
whiskey whiskey in 4 companies 
Qnd in U. S. in bottling of whiskey 17% of U.S. whiskey bottled 66% of U.S. production of whiskey 
in 4 companies 
Ist in U. S. in storage capacity for 19% of U. S. storage capacity for | 72% of U. S. bottling of whiskey 
whiskey whiskey ; i in 4 companies z 
ist in U.S. in barrels of whiskey in 22% of barrels of whiskey in storage 54% of U. S. storage capacity for 
storage whiskey in 4 companies 
19% of U. S. industry sales of | 75% of U.S. sales of whiskey in 
whiskey 4 companies 
1st in U.S. in sale of sanitary paper n.d. n.d. n.a. 
products (approximately 3 times (Scott alone: ; 
more than nearest competitor) ae of U. S. toilet paper produc- 
ion 


25% of U.S. paper towel production 
16% of U.S. facial tissue production) 


1st in U. S. in manufacture of safety | One of principal companies in U. S. n.d. n.d. 
pins and common pins in manufacture of safety pins and 
common pins 


One of four largest manufacturers | One of four largest manufacturers n.d. n.d. 
and distributors of athletic goods | and distributors of athletic goods 
in U.S. in U.S. 
n.d. n.d. n.d. n.@. 
i i i . sales of coin-operated n.d. 
Ist in U. S. in manufacture of coin- n.d. 50% of U. S. sal : t 
operated vending machines to dis- vending machines for dispensing 
pense bottled soft drinks bottled soft drinks 


Source: Federal Trade Commission and Department of Justice mimeographed texts of complaints under Section 7 of the Clayton Act and Commerce Clearing House Trade Regulation Reporter 
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cases. Among these fourteen, however, the acquiring 
company is said to have been one of the first four in ten 
cases; three cases involve multiple acquisitions; and one 
involves other violations of law. 

Alleged market shares of the acquiring and acquired 
units taken together range from as low as 17%-22% in 
the case of Schenley’s acquisition of Park and Tilford! 
to 92% in the case of Erie Sand and Gravel’s acquisition 
of Sandusky. It should, of course, be noted that the 
percentage of a market accounted for by an acquiring 
and acquired company depends on the definition of the 
market involved. 


INDUSTRY CONCENTRATION IN MARKETS AFFECTED 


A high percentage of output, sales, or purchases in an 
industry or market is said to be accounted for by rela- 
tively few companies in ten of the twenty-nine cases 
(Bethlehem, Brillo, Continental Can—Gair, Crown Zel- 
lerbach, Erie Sand and Gravel, Farm Journal, Minute 
Maid, Owens-Illinois, Pillsbury, Schenley). (Table 5.) 

The lowest alleged degree of concentration occurs in 
the Pillsbury case, where 38% of flour-milling capacity 
in the United States is said to be concentrated in nine 
companies.’ 

The highest degrees of alleged concentration occur in 
the Brillo, Crown Zellerbach, Erie Sand and Gravel, and 
Farm Journal cases. In the Brillo case, 90% of United 
States sales of steel wool and steel-wool products for 
household use and 55% of United States sales of the 
same products for industrial use is said to be concen- 
trated in two companies. In the Crown Zellerbach case, 
85% of Pacific Coast sales of specified kraft paper and 
kraft-paper products is said to be accounted for by three 
companies. In the Erie Sand and Gravel case, 92% of 
sales of lake sand along the southern shore of Lake Erie, 
from Buffalo, New York, to Sandusky, Ohio, is said to 
be concentrated in two companies. In the Farm Journal 
case, 100% of United States net paid circulation in 
monthly farm magazines with a circulation of 1 million 
or more is said to be concentrated in six companies. 

Intermediate degrees of concentration ranging from 
40% to 80% of specified markets are alleged in the re- 
maining five cases (Bethlehem, Continental Can—Gair, 
Minute Maid, Owens-Illinois, and Schenley). 

As in the case of the market shares accounted for by 
the merging companies, the degree of concentration de- 
pends on the definition of the market. 

It may also be noted that, in two cases, entry into the 
market is said to be difficult (Erie Sand and Gravel and 
Farm Journal). In three cases, it is alleged that mar- 
kets formerly characterized by a great number of com- 
panies are being transformed, through a series of mer- 
gers, into markets in which a few companies account for 
the largest proportion of the business (Continental 


1 Lower percentages are alleged in other cases with respect to 
specific products in combination with higher percentages for other 
products; ¢.g., Pillsbury 

* In the Pillsbury case it is also alleged that 70% of United States 
sales of flour-base mixes is concentrated in seven companies 


Can—Gair, Fruchauf, and Pillsbury). In two cases, the 
acquiring company is alleged to have an unusual influ- 
ence on price (International Paper and Erie Sand and 
Gravel). i 
COMPETITIVE EFFECTS OF MERGERS 


In each of the merger cases it is charged that the 
acquisitions in question may result in a substantial les- 
sening of competition or a tendency to monopoly. These 
are, of course, the bare words of the law and are included 
as a matter of form in each complaint. Four of the cases 
carry only such a generalized statement (Fruehauf, 
Pillsbury, Scovill, and Vendo). The remaining twenty- 
five cases also contain more specific charges as to ways 
in which competition may be lessened. These charges 
can be divided into two categories: first, effects on actual 
or potential competitors of the acquiring or acquired 
unit; and second, effects on companies which stand— 
or could stand—in a seller or buyer relationship to the 
acquiring or the acquired unit. Each may be considered 
in turn. 

Effects on Competitors. An actual or potential lessening 
of existing or potential competition between the acquir- 
ing and acquired unit is alleged in twenty-three cases. 
Elimination of the acquired unit as an independent 
competitor is alleged in sixteen cases. Probable enhance- 
ment of the competitive position of the acquiring com- 
pany to the detriment of competition is charged in 
twenty-four cases. It is alleged that the acquisition will 
enhance the dominance of a leading company in three 
cases (Erie Sand and Gravel, International Paper, and 
Scott); in three other cases that the acquiring company 
has expanded its line to the point where it may have a 
decisive advantage over smaller, less diversified com- 
petitors (Continental Can—Gair, Continental Can— 
Hazel-Atlas and Owens-Illinois); and in one case that 
the acquiring company may obtain a competitive ad- 
vantage over nonintegrated competitors (Gulf Oil). 

A probable lessening of actual or potential competi- 
tion generally in the production, distribution or sale of 
particular products is charged in twenty cases; a charge 
that industry-wide concentration may be increased is 
made in nineteen cases. A lessening of competition in an 
industry through interlocking directorates between the 
acquired company and other companies is alleged in one 
case (Continental Can—Gair). An increase in incentives 
for other companies to merge is alleged in two cases 
(Continental Can—Gair and Owens-Illinois). Entry to 
the industry is said to have been made more difficult in 
two cases (Gulf and International Paper); and a prob- 
able lessening of or injury to price competition is alleged 
in four cases (Gulf, International Paper, Luria, and 
Maryland and Virginia). 

Effects on Suppliers or Customers. It is charged that 
acquisitions may foreclose sellers from outlets in twelve 
cases (American Radiator, Beatrice, Borden, Brown 
Shoe, Continental Can—Gair, Foremost, General Shoe, 

(Continued on page 231) 
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BUSINESS HIGHLIGHTS: AUTOS AND THE TREND 


ITH THE unquestioned advantages of hind- 

sight, and the benefits of the Council of Eco- 

nomic Advisers’ preliminary estimates of the 
national accounts, business activity in the first quarter 
of 1957 would appear to have at least satisfied the 
optimists, if not delighted them. 

On the basis of weekly and monthly statistics, busi- 
ness activity seemed to have hung in a precarious bal- 
ance throughout the quarter, but the national product 
figures (which include price change as well as volume 
change) show a notable rise in end-product demand, a 
sharp drop (to zero) in the rate of inventory accumula- 
tion, and a moderaterise in total output and expenditures. 

Since inventory accumulation was widely considered 
one of the serious questions about 1957, the apparent 
end of accumulation is, obviously, a favorable indication 
for the year as a whole. However, inventory was far 
from being the only ground for doubt about 1957; in 
fact, to many observers one of the significant aspects of 
the year has been that a case for caution could be made 
out with very little reference to inventory problems. 

In this respect, the year appears to be different in 
quality from the recession years 1949 and 1954, when 
inventory policy was widely (and accurately) forecast as 
the dominant depressive element in the outlook. In 
1957, the end of accumulation, if this is the end, leaves 
open questions about the course of residential building; 
the course of plant and equipment outlays; and, in- 
creasingly, the character of the automobile market that 
lies ahead for the last half of 1957 and for 1958. It is a 
painful admission for forecasters to have to make, but 
it is nevertheless true, that the shape of the business 
trend beyond the next three months remains very much 
in doubt—a fact which accounts for the unusual ab- 
sence of direct forecasts for that period. 


THE INVENTORY TREND 


It is also true that a close examination of the first- 
quarter national product figures reveals some of the 
emerging problems of 1957, although in gross and 
dampened form. The strong uptrend in the rate of 
fixed business investment which began in early 1955 
dragged to a halt in the first quarter, as the decline in 
residential building more than offset the rise in com- 
mercial and industrial building, and as the sharp expan- 
sion of machinery demand suddenly tapered. Together 
with consumer durables industries, these sectors of the 
GNP are the volatile, cyclical components of business 
conditions. The first-quarter statistics disclose that this 
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central area of the business trend, which helped mightily 
to bring business conditions to their present level, are no 
longer providing any net momentum. 

The sudden cessation of inventory growth early in 
1957 is owing partly to the sense of genuine abundance 
that now prevails in most markets, but it also reflects, 
to some degree, the determination of businessmen to 
avoid any avoidable compounding of the difficulties that 
may lie ahead. For the past twelve months, while gov- 
ernment agencies have been talking inflation, economic 
advisers to business have increasingly been talking un- 
certainty, and possible recession. The arresting of inven- 
tory growth is indicative of the fact that business is im- 
pressed with what it has heard from its economists; 
rarely, in the past, has inventory demand slowed down 
at a time when the price level still appeared to be rising. 

At the end of 1956, the physical volume of business 
inventories had been rising for two years, at an annual 
rate of about $4 billion per year (in 1956 prices). In the 
same period, the book value of business inventories rose 
about $12 billion. About two thirds of this rise was in 
manufacturing, and the remainder was about equally 
divided between the wholesale and retail levels. 

In general, this rise in inventories was justified by the 
expansion of sales rates during the two-year period, and 
no substantial overhang existed in early 1957.1 As inven- 
tories rose throughout the long expansion of business in 
1955 and 1956, inventory demand passed from a bullish 
element in the outlook to neutrality; it has not passed 
beyond neutrality into a bearish element. 

In common with virtually all other aspects of busi- 
ness conditions for the short term, inventory policy 
itself is not likely to be an important causal influence on 
business conditions until a change in policy is motivated 
by a change in sales rates. The conservatism about in- 
ventory in early 1957 has itself dampened the price up- 
trend of 1955 and 1956 and has thereby largely removed 
any speculative incentive for further accumulation, 
without providing a case for liquidation. 


PREVAILING ATTITUDE ON BUSINESS SPENDING 


With respect to business spending for plant and 
equipment, little additional news has developed since 
the Department of Commerce published its annual 
anticipations data in mid-March. (See The Business 
Record, April, 1957, pages 146 and 148.) In early 1957, 
new orders in the machinery industry were running 
moderately lower than in late 1956, but nonresidential 


1 See “Inventories at Work,” The Business Record, March, 1957, p.98 
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contract awards for the first quarter were well above the 
preceding quarter. A McGraw-Hill retake of its survey 
of capital spending plans (originally done after the 
election in late 1956) shows no important developing 
trend in capital spending either up or down. 

The working hypothesis developed by analysts several 
months ago for this area—namely, that capital spending 
is about as high as it will go, and that it is now more 
sensitive to downward influences than to upward influ- 
ences—remains the best available summary of present 
indications. Anything more direct in the way of a capital 
goods forecast will have to await further statistics on 
new orders and the next anticipations survey of the 
Department of Commerce, which should be available 
about mid-June. 


LOOK OF CONSTRUCTION 


Similarly with residential building. Here the working 
hypothesis has been that easing money and legislative 
and administrative changes in financing rules would 
turn housing starts upward in the second half. This 
hypothesis rests all its weight on the financing side of 
the market; a minority of analysts have persisted in the 
argument that housing demand itself has weakened and 
that not even an important easing in the money prob- 
lems of builders would push up the starts rate. 

The consensus here is less clear than in the case of 
the capital goods markets, but the writer’s personal 
sample still indicates that an uptrend from the present 
level of below 900,000 starts a year is still widely ex- 
pected. However, time is admittedly beginning to run 
out on this uptrend, in so far as 1957 is concerned. Unless 
it takes shape in contract awards and applications for 
guaranteed financing in the next two months, it is likely 
to miss a major part of the seasonal building period. As 
late as March, applications for FHA commitments, 
while they had been in a seasonal uptrend for four 
months, were still one third below a year ago. VA ap- 
praisal requests have enjoyed no seasonal uptrend at all 
in 1957, and were almost 50% below a year ago. 

Finally, the working hypothesis that government 
spending would continue to rise in late 1957 remains 
safe, but should perhaps be modified somewhat in view 
of the rash of budget cutting that has broken out in 
Washington. At the federal level, some new spending 
restraint has undoubtedly been injected, even with re- 
spect to the Department of Defense, although it is 
doubtful whether it will do more than dampen the 
present $1.3-billion per quarter uptrend in national 
security spending.! Outside the defense sector, federal 
spending has changed little since 1955, and little change 
can be hoped for in 1957. At the state and local levels, 
the historical increase of $2 billion to $3 billion a year 
can be depended upon confidently—certainly for the 
next nine months, and almost as certainly for 1958. 


1 These observations were made prior to the emergence of Jordan 
as a new and important center of international tensions. It is hardly 
necessary to add that events in this area can quickly affect the out- 
look for government spending 


This clearing of the ground leavesrevealed the financial 
condition and inventory position of the American con- 
sumer. At some point it was unavoidable that the con- 
sumer himself should become the major uncertainty of 
forecasters, since the boom has owed its bumper di- 
mensions to a pattern of consumer behavior which 
can not be expected to continue indefinitely. 

In every year of the postwar boom, personal dispos- 
able income has risen, the range of the increase being 
from about 10% (in 1951) to about a quarter of a per 
cent (in 1949). The compound annual percentage increase 
in income from 1948 to 1956 amounted to 5.4%. 

In the same period, instalment credit outstanding has 
also increased in every year, with the increases ranging 
from about 35% (in 1949) to about .3% (in 1954). Over 
the entire period, the compound annual increase in 
instalment credit outstanding has been 17%. 

Admittedly, any comparison of the rate of increase in 
instalment credit with the rate of increase in incomes is 
affected by the selection of the base year, by an obvious 
secular increase in credit (owing partly to the appear- 
ance of credit selling in markets where it had not existed 
before), and by changes in the terms of credit selling 
which have lengthened persistently throughout the post- 
war years. Moreover, the evidence on the condition or 
“quality” of instalment debt, outside the debt figures 
themselves, is reassuring; the rate of repossession, for 
example, remains remarkably low. 

Nevertheless, instalment debt itself has assuredly 
reached a range where it must enter positively into the 
considerations of forecasters. It is not too much to say 
that forecasters have continuously erred on the low 
side in their forecasts of expansion for postwar years 
principally because they have underestimated the will- 
ingness of consumers to enlarge their instalment debt 
burden, and the willingness of lenders to extend the 
terms of instalment contracts. By the same token, any 
appreciable reluctance of consumers to allow their debts 
to continue to grow, relatively to their income, would 
mean a substantial alteration in business conditions. 


CASH AND CREDIT BUYERS 


For most purposes, the problems of forecasters in this 
area are neatly summarized in the automobile market, 
where well over 60% of new-car sales are now financed 
by credit, and where roughly one half of all the net 
growth in instalment debt since 1948 has occurred. 
(Almost another 25% of the growth in debt has taken 
the form of personal loans, much of the proceeds of 
which end up in the automobile market. An unknown 
but probably large portion of the proceeds of mortgage 
refinancings also finds its way into the car market.) 

Six years ago, a 6-million-car year implied about 2.5 
million credit sales; now it seems to imply 4 million. The 
corollary of these statistics, of course, is a decline in 
cash sales. Even in 1955, cash sales of new cars amounted 
to only 2.7 million, substantially less than in 1950, and 
about the same as in 1949. In 1956, in the absence of a 
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Credit Sales of New Passenger Cars as a Per Cent of Total Number Sold 


January | February | March April May 


July August Sept. October Noy. Dec. Year 


Source: Federal Reserve 


pronounced new-model stimulus, cash sales fell to 1.8 
million, lower than any postwar year except 1946 and 
1952. For the first three and a half months of 1957, 
automobile sales volume has fallen about 414% below 
the comparable period of 1956. Cash sales of new cars in 
this period were apparently somewhat greater than in 
early 1956 (cash sales volume tends to rise in the 
presence of substantial new-model stimulus early in the 
year, since cash buyers want their cars when they want 
them). The decline in sales volume since 1956 is owing 
entirely to a shrinkage of perhaps 6% in the rate of 
credit sales. Judging from the available figures for the 
early months of 1957, the percentage of cars sold on 
credit has declined from the very high levels of early 
1956, although it is still well above the percentages pre- 
vailing in every other postwar year except 1952 and 
1953. New credit extensions in the automobile market, 
however, which were slightly above levels of a year 
ago, suggest a higher selling price, and perhaps also 
a higher borrowing requirement, per car. The net 
rate of instalment debt formation in the automobile 
market (after seasonal adjustment) was only moderately 
below the first quarter of 1956, and higher than any of 
the intervening quarters. 


A 10% INCREASE? 


Even granting the stimulus to cash buying arising 
from the new models, and even granting the high cur- 
rent repayment rate on automobile debt, automobile 
prices and credit terms are now such that a 6-million- 
car year in 1957 will apparently require an increase of 
$1.5 billion to $1.8 billion in outstanding automobile 
debt. This is an increase of roughly 10%. 

One approach to forecasting the state of the automo- 
bile market in the last half of the year, and perhaps in 
1958 as well, is to locate our present position on what in 
the immediate past has been a reasonably definable 
cycle of credit expansion and retrenchment. The sharp 
expansion of instalment debt in late 1952 and early 1953 
was followed by an eighteen-month lull in late 1953 and 
1954. The record burst of net debt formation in 1955 
was followed by a relatively small increase in 1956, and 
at least thus far only a small further increase in 1957. 
' Perhaps the basic question about the market for the 
1958 model run is whether the credit burst of 1955 is 
now being digested and absorbed enough to permit a 
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further substantial advance in credit sales late in 1957. 

One might expect that the proportion of cars sold on 
credit will be higher on the 1958 models than on the 1957 
models, since the volume of cash buying has presumably 
been stimulated this year by the major redesign of most 
lines. However, the stimulus has been relatively small. 
At current sales rates, only about 300,000 more cars will 
be sold for cash in 1957 than in 1956. This may reflect 
a conflict, on the part of buyers, between brand loyalty 
and a distaste for the style of certain medium-priced 
cars of one major producer. If this is an important factor 
in the disappointing performance of cash sales thus far 
in 1957, it may be a strength for 1958. 

Where this places us in the automobile cycle is, of 
course, ultimately a matter of conjecture. The relation- 
ship of instalment debt repayment to disposable income 
has long since run off the scale of historical experience, 
and there is no very dependable way of determining the 
extent of the secular trend in the relationship. However, 
the fact that the automobile market still requires con- 
siderable net debt creation to sustain a 6-million sales 
rate is suggestive of the fact that the “normal” market 
of the late Fifties may not be very much above 6 million. 
What inspired the 1955 burst of 7.2 million car sales 
remains one of the enigmas of this fascinating market, 
but the debt implications make it appear less probable 
now than it was two years ago. 

For the short term—the middle quarters of 1957—the 
automobile outlook itself has taken on a kind of neu- 
trality. Second-quarter production is now scheduled at 
about 1.6 million cars, about 200,000 less than in the 
first quarter, but unless the sales rate rises somewhat in 
late April and early May, some further downward pro- 
duction adjustments are likely. In any event, a further 
decline would be normal in the third quarter as the 
industry undergoes its traditional model shutdowns and 
inventory clearances. In this industry, as in almost all 
others, no critical circumstances appear at all likely to 
develop within the next six months. But for automo- 
biles, together with housing and capital goods, late 1957 
may well bring together a critical combination of 
trends that will set the course of business more clearly 
than at any time since early 1955. 


ALBERT T. SOMMERS 
Division of Business Analysis 


A REVISED DIFFUSION INDEX 


Comparisons of Original and Revised Diffusion Indexes 
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EGINNING in this issue, THE CONFERENCE 
B Boarp presents a revised diffusion index, carried 
back to January, 1955. The revision results from 
changes in four of the twelve component series—namely, 
industrial stock prices, steel production, and residential 
and nonresidential construction contract awards. 

The revised index will henceforth appear monthly in 
the Selected Business Indicators pages of The Business 
Record. Copies of “Cyclical Diffusion: A New Tool for 
Business Analysis,” a Technical Paper describing the 
computation and use of diffusion indexes, are available 
to Associates on request, without charge. 

A detailed explanation of the revision follows. 


An Improved Stock Price Index 


A new and improved Standard & Poor’s industrial 
stock price index replaces the one previously used. The 
new index reflects the movements of 425 industrial 
common stocks and is calculated on a base period of 
1941-1943 = 10, as compared with the old index of 420 
industrials on a base of 1935-1939 = 100. In this index, 
as in the original index, the number of shares outstand- 
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ing is used as a weighting factor, and absolute adjust- 
ments for stock dividends or splits are made auto- 
matically. 


Steel Data Revisions 


Steel production data have been revised from Janu- 
ary, 1955, to February, 1956. In the latter month, the 
steel coverage of the diffusion index was shifted from one 
series, steel ingot production (thousands of long tons per 
working day, seasonally adjusted by Tur ConreRENCE 
Boarp) to a new series, steel production (thousands of 
net tons of ingots and steel for castings, seasonally ad- 
justed by Tur ConFERENCE Boarp). The time-lag 
comparison (used in determining whether the series is 
expanding or contracting in any given month) was also 
changed from seven to five months. This later series has 


now been incorporated into the diffusion index back to 
January, 1955. 


New Construction Indicators 


In the past, computation of the diffusion index was 
delayed, and accuracy reduced, by the need to make 
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estimates of certain components for the latest month in 
order to bring the index up to date. This situation par- 
ticularly applied to the indicators of construction ac- 
tivity, namely the two Federal Reserve indexes of the 
value of residential and nonresidential contract awards 
(based on F. W. Dodge reports of thirty-seven eastern 
states). These indexes were not available for the latest 
month, because they were computed as a centered 
three-month moving average. To eliminate this delay, 
the Board has substituted a new series consisting of 
nonresidential contract awards (in thousands of square 
feet of floor space, based on reports of the F. W. Dodge 
Corporation, seasonally adjusted by the Board) in place 
of the respective Federal Reserve index. The adoption 
of a similar series for residential awards has been de- 
layed because of a recent revision of this series by 
Dodge. Temporarily, the number of new private non- 
farm housing starts (seasonally adjusted at annual 
rates) is being used as a substitute component. 


Other Developments 


The revised diffusion index has been computed back 
to January, 1955. Except for steel production, time-lag 
comparisons remain the same for each component (in- 
cluding the new ones). 

Although the new and old indexes are not strictly 
comparable, the level of the new “cumulative duration 


Revised Diffusion Index 
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of run” series has been linked to the old at December, 
1954. This method, which provides at least some point 
of comparison and continuity between the two indexes, 
has been chosen over one that would involve the begin- 
ning of a new “cumulative duration of run” in January, 
1955. In any event, significance attaches to the trend, 
rather than the level, of the cumulative series. 

In one respect, the new index still represents an 
interim revision; a further revision will be required when 
the new Dodge series on residential contract awards be- 
comes available for insertion into the index. 


A Comparison of the Two Indexes 


A comparison of the old and new diffusion indexes for 
1955 and 1956 is shown on the accompanying chart. 
The revised cumulative duration of run is generally at 
a lower level than the original series, but for the most 
part the two indexes follow the same pattern. Closely 
similar fluctuation patterns also appear for the old and 
new average durations of run. 

It should be noted that a principal reason for the 
lower level of the new index, relative to the old index, is 
the insertion of the number of new, private nonfarm 
housing starts as a temporary component. The monthly 
fluctuations of this indicator have contrasted sharply 
with those of the Federal Reserve index of residential 
contract awards, which it replaces. In many months 
during 1955 and 1956, the new component decreased 
while the original component increased. 


JacoB RUBINSON 
Division of Business Analysis 


Patterns in Merger Cases 


(Continued from page 226) 


Gulf, Maryland and Virginia, National Dairy, Schenley, 
and Spalding); and that acquisitions may foreclose buy- 
ers from access to suppliers in seven cases (Beatrice, 
Borden, Continental Can—Gair, Foremost, National 
Dairy, Schenley, and Spalding). 

Finally, it is charged that acquisitions may make 
sellers dependent on a competitor as an outlet in two 
cases (Farm Journal, Luria); while it is said that acquisi- 
tions may cause buyers to become dependent on a com- 
petitor for supplies or services in four cases (Crown 
Zellerbach, Farm Journal, Gulf, and Luria). 


Betty Bock 
Division of Economic Studies 


Financial Planning in Industry —This book analyzes the math- 
ematical approach to financial planning as developed in The 
Netherlands. Mathematical formulas are presented as a 
basis for arriving at the solution of capital requirements and 
other problems of financial planning. By Dr. H. O. Gold- 
schmidt. H. E. Stenfert Kroese N. V., Leiden, Holland, 1956, 
173 pages. 47/6. 8d postage. 
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Chartbook 


Page* Series Unit 


Marchp February January March 


Industrial production 
5 “Fotalitoitee aerces otevets sede cee e ee ec secs eeseerree 
Durables manufacturing, . hs castes stole cisyous elo tels ofererote 
Nondurables manufacturing 


= Ss 146 146 146 141 
aa ean & 163 164 164 157 
1947-49 =100 S 131 7 Aa Pose 128 


Wholesale prices 


Allcommoditien fax. welt iste.5) Seen ees aaa 1947-49 = 100 116.9 ae Ale iw 
1 Industrial commodities. .........+-2eeeeeereeeees 1947-49 = 100 on cae rele 36.6 
Farin (COMmMOGICICS naisiele ve « erste lenrineisnieie ieee 1947-49 = 100 88. ee See | ee eee ee 


watts Siok ety Aaeramiamna Noa se orig 1953=100 103.7 103.6 103.4 101.1 
13 ATL re ae ar ae a itt a iee ee nie ears ae 
rd He ait A eae ai He Sab A 1953=100 100.4 100.5 | 100.2 | 97.0 | 


Prices received and paid by farmers 


Pricestreceived:, Sus. S2W ten Bs. ede ac ashieiee ee 1910-14=100 237 234 238 228 
15 Priced peld! he ao Rect cuca pc ee ee 1910-14 = 100 295 294 292 281 

Parity TatiOree ope comets cretereiere seal cue ererpees aerete ere ere 1910-14=100 80 80 8 

Employment and unemployment (Census)* 

Potal labor force. a id eee art ieee Bias Ree. Thousand persons 69,562 69,128 68,638 68,806 

Civilian labor force si.cacco's «is 4 sass tap as eects Thousand persons 66,746 66,311 65,821 myer 
17 Civilianjemploymentcemee sarees sen. see eile Thousand persons 63,865 63,190 62,578 Sapte 

Nonfarm employimenta amiiteeter nae eieeee Thousand persons 58,431 57,996 57,643 ane 

Jmemploy mene ora buslsieie o clon) ho apie) ieee gee Thousand persons 2,882 Saw 3,244 ‘ 


Nonfarm employment (BLS) 


TOtalt WSs SITS Lae tials Selcton © oot nets Thousand persons S 52,008 752,105 752,046 51,057 
Employees in nonmanufacturing..............-:- Thousand persons S 35,078 735,128 735,013 34,253 
19 Employees in manutacturing. .c4.ocsssssnes s+ coe Thousand persons S 16,930 716,977 717,033 16,804 
Production workers in durables manufacturing..... Thousand persons S 7,618 r 7,665 r 7,715 7,594 


Production workers in nondurables manufacturing. .| Thousand persons S 5,456 r 5,466 r 5,489 5,564 


Average work week 


21 AllPmanufacturing cclec-a ects crecora ei oiele rote eters eecretceteras Hours 40.0 40.2 ry 40.2 40.4 
Dura blespmaniulacturing iy sym «cus emieles Ws clelorete tere eral. Hours 40.7 40.9 ry 40.9 40.9 
Nondurables manufacturing... «+s cccscesseencee Hours 39.2 r 39.3 7 39.2 39.6 


Average hourly earnings 


23 All manufacturing..... ee se I ee Sah See Dollars 2.05 2.05 2.05 1.95 
Darablesananutacturing ss acs) sies ce sue cles oe a6 Dollars 2.18 er eld, 7 2248 2.06 
Nondurables manufacturing... 0.00005 eceees ses Dollars 1.87 1.86 1.86 1.78 


Average weekly earnings 

25 PAM man tifa CEUTA grave eters clere tele sic a eee (eye relesater etn] siete 6 Dollars 82.00 82.41 r 82.41 73.78 
Durables manufacturing..... Dollars 88.73 r 88.75 r 89.16 84.25 
Nondurables manufacturing Dollars 73.30 ry 73.10 772.91 70.49 


Personal income 


Seid. POE IOLA Tb WACMIMAOOWUBOK goo SUOUe du Billion dollars S A 337.6 336.6 P3so0 318.6 
SIgsD MAE UAS TOSS OSD OGO Ga cocoate Billion dollars S A 241.7 241.2 ry 240.2 22725 
arcre +s SYS e BUDO AAS Od oS Bono sanJo Billion dollars S A 102.6 102.1 ry 101.5 96.8 


Instalment credit 


31 EXtensionat i f..omajenieriels cele Gis, ayoiereel vieiens Oe she sind Million dollars S n.d. 3,496 r 3,512 3,3176 
UEDA Y MENES a aierstt eteon tet omens share ere tneaencteraiolene siete Million dollars S n.d. 3,214 7 3,311 2,946b 
Instalment credit outstanding.................... Million dollars n.d. 31,233 31,298 28,9156 


—— | |  —  s | —  | SE JF 


New construction 


37 ho due vlotniobe HoubOOU buses dco 2c HDroaddoLLS Million dollars S A 44,340 744,880 745,228 42,840 
MOtal Private hore mererccp ss voles ee stud conten Million dollars S A 30,264 730,348 730,348 30,336 
Private nonfarm residentializy ...reaiens coe ceca ees Million dollars S A 13,812 714,244 14,532 15,216 


-__  — | — _) | | | | | 


Business sales and inventories 


Total AN Ventories ao rcraweciioiare ine iss) okove aiatedonorsseicie teres Million dollars S n.d. 88,900 88,700 83,6006 
‘Total saleae sie cts erecta cesuece aus aals secaner et ee enoveiotensy Stans Million dollars S n.d. 56,400 756,600 52,9006 
39 Manufacturing inventories <4. ewe seieieis  <leleeie elehe Million dollars S n.d. 51,847 751,498 46,897b 
Mantifacturing sales occ ciciecjeis sii s.c.6 er sucinieneielaie eters Million dollars S n.d. 29,179 729,183 27,2246 
Retail inveritories s.kie wk. sos ces Ohte ce some oer: Million dollars S$ n.d. 23,930 724,010 24,210 
Retail sales spyercctasrevess, «sinus ercashe tore thors Hee sued eile Million dollars S n.d. 16,495 16,439 15,3465 


—— | | ef 


Retail trade: Durable goods stores 


41 Inventories Million dollars S n.d. 10,820 710,770 11,4505 
fala eo Ney caisetta le Vere Po atere Seb ooustattan oer e is mis eter Sie Devote Million dollars S$ n.d. 5,742 5,706 5,354b 
* n.d. 1.88 1.389 2.146 


Retail trade: Nondurable goods stores 
43 Inventories <..10c ete tito a rere oe cies Saale hayete eaters Million dollars S$ n.d. 13,110 13,240 12,7605 
Pas kahieligg es to seskenseanahsdinets ouster SUPA ROREM yaueseacieieu ote on. Million dollars S n.a. 10,753 10,733 9,992b 
* n.d. 122) des 23, 1.285 


Ce eC i eC i ee ry 


MCMC INCI MC Ja ic Aer er Ya Pac ar CU Set Yee ee a 


eC Ce eC a ee i rd 


Durables mfg.: Sales and inventories 

4 5 Inventories. . one HPs ess wes 4 ale eins ele Oe Million dollars S n.d. 30,129 729,884 27,0096 
Pecncecncacerecte eR IRCA Peckot hora ucorCE EGO CIO G Million dollars S n.d. 14,722 714,642 13,593b 

he Weuecs argon e Cheeie Shce Satnett es 6 * n.d. 2.05 2.04 1.995 


Nondurables mfg.: Sales and inventories 


47 Inventories), Sees te aerate tn See cna: Million dollars S n.d. 21,718 721,614 19,888b 
riiattalbarieuset ce ey aye, steulsheuspoRD ove lerecarepiaeren One rcnevorc he eiecteistne Million dollars S n.d. 14,457 714,541 13,6316 
* n.d. 1.50 1.49 1.466 
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SELECTED BUSINESS INDICATORS (Continued) 


| Chartbook , 1957 1956 
Page Series Unit 
Marchp February | January March 
Merchandise exports and imports 
EEXDOrts iri aces s aNO Ce ck Ree Million dollars n.d. 1,605 r 1,679 1,362b 
49 Importa: <=... een: Spica eetce ees Gero Million dollars n.a 1,004 | 7 1,118 1,0515 
Export surplus incl. grant-aid shipments.......... Million dollars n.a 601 r 560 3100 
Export surplus excl. grant-aid shipments.......... Million dollars n.a 494 r 473 2206 
Federal budget receipts and expenditures 
51 Gutaiillative recelpte ia ii. oxic ss sce eee beee es Million dollars 21,734 10,997 4,809 22,192 
Cumulative expenditures ge oi. «oekdles.dee sede sen Million dollars 17,422 11,838 6,095 15,623 
For quarterly data see below ‘ ; 
ene acta +P turnover ; 
rivately held money supply’.............ceeeeee Billion dollars n.d. DM 219.5 211.65 
53 Total demand deposits adjusted and currency...... Billion dollars S n.d. 134.1 133.8 132.76 
Deposit turnover: New York City................ TS 47.5 50s2 48.1 46.0 
Deposit turnover: 337 other centers*.............- TS 22.6 | 7 23.1 22.6 ce 
Bank loans, investments and reserves 
Investments®. Meieialensisis sisi sisiareritisiaye sa: Maia sieitio.s/ acs Million dollars n.d 59,305 59,837 62,1966 
55 1B grrr tre t ttt tte e eee eee eee e eee Million dollars n.d. 77,082 76,742 70,8126 
PExCeas TESCT VC ei ccmiiciaurdv eee ree ees foetal « Million dollars 119 r 282 365 523 
Borrowings®?..... SOWode Gotighane eceupeemes Million dollars 994 595 668 872 
Commercial, industrial and farm loans!!........... Million dollars 31,078 30,270 30,619 27,271 
Diffusion index aS. ees 
57 Industrial production. 5.2.2... ..2000s0- ice natsiecs 1947-49=100 S 146 146 146 141 
POUR ORM EMC K cra) fabs asieloireisie ce sie ogee s cise tes ie > 11 —1.83 —1.42 0.50 0.25 
Dittusion index, cumulalive. os ach bisieceendscteles vs Tis Aol 49.20 50.62 53.29 
Eight sensitive business indicators 
Residential building contracts.............0ee-00 Thous. sq. ft. fl.sp.SR 68,928 76,504 72,268 77,152 
Nonresidential building contracts...............6. Thous. sq. ft. fl. sp. S 63,227 65,681 64,084 63,851 
ECW OLM CTH: CUT a DICH «01g a dis)s s.0.5/0lSte aie idea esis Mauss. Million dollars S n.d. pet3'S83t 714,393 14,1076 
59 PENELA RC WOlK WCC @aremmarn ae sete ene se cee erce os Hours S$ 40.0 40.2 ry 40.2 40.4 
Raw ERALETIAISHDIICES 5. os, cin s @ visisiniai ee ses Se ioeetee:> 1947-49 = 100 88.7 88.9 91.7 89.7 
Stock DFICeN SON GHSEVIAIS cD eloiale cles ans tee ye eee 2 1941-43=10 46.93 46.19 48.13 51.14 
New INCOFPOFATIONS. . 2... ec ceec cess ceesccescoses Number S$ 10,530 711,264 711,621 11,428 
Biisinessitall ules wees. es Sees Gate Saver O6 carers Number S$ 1,201 A152 1,105 1,052 


Chartbook 
Page* 


Gross national product 
Total 


7 


Components of gross national product 
Personal consumption expenditures 
Change from previous quarter 
Government purchases of goods and services 
Change from previous quarter 
Gross private domestic investment 
Change from previous quarter 


Disposition of personal income 
Total personal income 
Disposable personal income 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Net profits 
Tax liability 
Dividend payments 
Retained earnings 


Business expenditures for plant and equipment 
Total 
Manufacturing industries 
Nonmanufacturing industries 


Federal budget receipts and expenditures 
Receipts 
Expenditures 
Cumulative surplus or deficit!’ 
For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tur Conrerence Boarp; Department of Agriculture; Bureau _of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet ; , a4 : , 

1 Includes interest, taxes and wages. 2 Prices received divided by prices paid. * Be- 
» ginning May 1956, data based on 330-area sample; 1957 data redefined, year-ago 

a racas not comparable. 4 Excludes personal contributions to social security, included 
in components. 5 Includes wages and salaries and “other labor income.” 6 Includes 
grant-aid shipments. 7 Demand and time deposits adjusted to exclude U. S. Govern- 
ment and interbank deposits; and currency outside banks. 8 Excludes Boston, Phila- 
delphia, Chicago, Detroit, San Francisco, Los Angeles and New York. * All member 
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Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S$ 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S$ 


Billion dollars S$ 


Billion dollars S 
Billion dollars S 
Billion dollars S 


IV 


Quarter Quarter 


427. 
427. 


423. 


A 
A 419. 
A 


me ~T00 


A 
A 
A 
A 
A 
A 


PUD OMO 
me UL 0o 


RPOWwWN 
ONO 


co O Re “100 


A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 
A 


Million dollars 
Million dollars 
Million dollars 


banks, 1° From Federal Reserve Banks. 1 Weekly reporting member banks. ! Gross 
national product, less change in business inventories. 1 For fiscal year beginnin 

July 1. S-seasonally adjusted. R-series revised, year ago not comparable. A-annu 

rate, a-anticipated. For the II Quarter of 1957, anticipated outlays are: Total, 38.00; 
Manufacturing, 16.88; and Nonmanufacturing, 21.12. b-February, 1956 for monthly 
data; IV Quarter 1955 for quarterly data. p-preliminary. r-revised. * End-of-month 
inventory, divided by sales during the month. ¢ Debits (annual rate) divided by de- 
posits. t} Diffusion index stated as the average duration in months of expansion or 
contraction. n.a.-Not available. “ Chartbook of Current Business Trends, (Third Edi- 
tion), Tas ConFERENcH Boar, 1957, Copies available to Board Associates on request 


A Half-Century of Change in Per Capita Food Consumption 


1909-1913 == 100 


200 


LEAFY,GREEN 
& YELLOW 
VEGETABLES 


180 


C7 
FA 


160 
140 
120 
100 ea 


80 VEGETABLES 


& FRUITS 


60 POTATOES 


40 
1909-13 
AVG. 


13939 
AVG. 


95756 
AVG. 


200 


180 


160 


140 


SUGARS & SYRUPS 


120 


100 


80 


60 


CEREALS 
40 
190913 35739 $556 
AVG. AVG. AVG. 


The indexes are based on approximate per capita consumption in pounds which is actually per capita purchases at retail with no adjustment for waste after purchase 

Dairy products exclude butter; meat: all red meats plus fish and poultry; fats and oils: butter, lard, margarine, bacon and salt side, shortening, cooking and salad oils, salad dressing and mayonnaise; 
dry beans include peas, nuts, and soya products; potatoes include sweet potatoes; citrus fruit (oranges, grapefruit, lemons, limes, tangerines) plus tomatoes; leafy, green and yellow vegetables: 
asparagus, snap beans, lima beans, carrots, peas, pumpkin, squash, broccoli, Brussels sprouts, spinach, lettuce, cabbage, kale, peppers, plus a few minor products; other vegetables and fruit include 
primarily: beets, cucumbers, sauerkraut, corn, cauliflower, celery, eggplant, onions, melons, apples, apricots, berries, cherries, peaches, pears, pineapples, plums, bananas, and grapes; flour and 
cereal products: wheat flour, wheat cereal, rye flour, buckwheat flour, rice, corn flour and meal, corn cereal and starch, hominy grits, oats, and barley; coffee includes tea and cocoa. “Total” 


represents per capita consumption of all food 
Sources: Department of Agriculture; The Conference Board 


FACTS ON FOOD CONSUMPTION PATTERNS 


tion has nearly doubled, large-scale migration from 
farm to city has taken place, and there have been 
enormous advances in technology, productivity, and per 
capita real income. But Americans today are eating 
about the same quantity of food as their forebears did a 
half century ago. 
In the early 1900’s, annual food consumption per 
capita in the United States was about 1,580 pounds, 


eka the turn of the century, the nation’s popula- 


compared with around 1,540 pounds! in recent years. As. 


implied in these figures, the increase in total food con- 
sumption in the United States has approximately paral- 
leled the increase in population. 

While the quantity of food consumed per capita has 
not shown any striking change, the composition of the 
average American diet has been substantially altered 
over the past five decades. The average diet of the 
Fifties is more varied, contains fewer calories, and in 
general meets nutritional needs more closely than at the 
turn of the century. A considerable part of the change in 
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the kinds of food consumed has taken place in the past 
twenty years. 

Although consumption of food in pounds per capita 
has not demonstrated any marked deviation in trend 
over the years, the index of this consumption on a price- 
weighted basis? has risen 20% since the mid-Thirties. The 

1 Consumption of each food is derived by the Department of Agri- 
culture as a residual from data on production and utilization, Produe- 
tion plus beginning stocks and imports minus nonfood uses, exports, 
and ending stocks equals disappearance at the primary distribution 
level. Estimates of waste from farms to retail stores are subtracted to 
obtain approximate weight at the retail level. Hence per capita food 
consumption as used in this article represents quantities of food pur- 
chased at retail. (From 1941 to date figures are for civilian consump- 
tion only). No adjustment has been made for waste after purchase, 
for which there are no data. Since these are derived figures, no claim 
for exactitude is made. However, as stated by the Department of 
Agriculture, “the disappearance data for food have proved accurate 
enough to permit measurement of the average level of food consump- 
tion in the country as a whole, to show year-to-year changes in con- 
sumption of the principal foods, to permit calculation of the approxi- 
mate nutrient content of the food supply, to establish long-time 
trends, and to permit statistical analyses of effects of prices and in- 
comes on consumption of the principal foods” 

2 Computed by the Department of Agriculture from data on con- 


Per Capita Consumption of Major Farm Foods 
In pounds 


Projection | % Change 
See ee ae 1p 055: to: 
1975 1975 


eG ele etree heir ui.cea es ; 81.2 85.0 5 
Wealttqre tot een ce ts fe 9.4 9.0 — 4 
Lamb and mutton............... 4.6 4.0 —138 
Pork focluding ENON a oe eee 66.0 75.0 14 
EEA Wissen Git a ee ae 161.2 173. 
Poultry and eggs ae i 
Chicken (eviscerated weight)...... 20.9 27.0 29 
urkey (eviscerated weight)....... 5.0 5.2 4 
Total (eviscerated weight)...... 25.9 82.2 24 
Eggs (NUINbEP Ch ee 366 4038 10 
airy products . 
Fluid milk, cream, condensed and 
evaporated milk (milk equivalent)| 387 415 tf 
EERE ies Shere s ss MRM. Sec. 7.7 8.0 4 
Ice cream (net milk used)......... 48.4 40.0 —17 
Fats and oils (fat content).......... 45.0 45.5 1 
Fruits (farm weight equivalent) 
Oat. shite ss 2. aa so as 26.3 27.0 3 
OUTS Pia CE e eee ees ee 88.6 115.0 30 
Une One ROAR ee eee 84.2 95.0 13 
ALOUD, area sneer orl e mrtterha ar eeeaag 199.1 237.0 19 
Vegetables (farm weight basis) 
PLORIA LOCH EAE sie base's sc loe a a ae oes 54.3 65.0 20 
Leafy, green, and yellow.......... 80.7 95.0 18 
OUNCE ORR SRE es ote se he eet ns 72.1 80.0 11 
“NS CTS. See sigue aa a acl Oe eee eae 207.1 240.0 16 
Potatoes and sweet potatoes 
OER HOOR cerita os ots >.< tetas aes 101 85 —16 
Ranger potatoes: 5.6 ods desaaecs cs. 9 9 0 
TA Sa nee, Sen ee 110 94 —15 
Dry beans and peas (clean basis)... .. 8.2 7 —15 
Grain Products (grain equivalent) 
\LLCT4 Ro URN ee a 172.0 160.0 — 7 
PE RRS Mare Se sNints ss 1a,/0-atetameienahe'ss «> 5 1. 


ed 


ay 


ee 


a 


These data differ somewhat from those used throughout the article. In the article, 
retail weight only is used. In this table, carcass weight is used for meats and farm 
weight for fruits and vegetables. However, the magnitudes of change to 1975 apply 
equally well to per capita consumption data on a retail weight basis 

These projections are not forecasts. They show what trends in demand for food can 
be — under a certain set of assumptions about prices, consumer preferences, 
population, labor force, employment, hours of work, and productivity 

Source: Department of Agriculture 


rise in the index over the past twenty years indicates a 
shift to higher-priced items, reflecting a substantial re- 
duction in consumption of potatoes and grains, and 
increased consumption of beef, eggs, leafy, green and 
yellow vegetables, citrus fruits, and milk. 


FURTHER CHANGES AHEAD 


The underlying reasons for the widespread shifts in 
food consumption over the past fifty years are numer- 
ous. Some of the leading influences are a higher standard 
of living; advances in the science of nutrition; better 
food education; shifts in age distribution of the popula- 
tion; changes in types of work; heavy migration from 
farm to city; improved techniques of producing, proc- 
essing, preserving, and marketing foods; and changes 
in relative price levels of various foods. 

Based on a population projection of 222 million peo- 
ple!_in 1975, as against 168 million in 1956, aggregate 
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domestic demand for food twenty years hence may be 
somewhere between 30% and 35% above current levels. 
The composition of the demand, having undergone 
major shifts in the past fifty years, is likely to pass 
through further realignments in the immediate decades 
ahead. 

Projections of per capita food consumption for 1975 
made by the Department of Agriculture? point to sizable 
increases in citrus fruits, tomatoes, leafy, green and yel- 
low vegetables, and chickens, pork, and eggs. More 
moderate increases are expected in most dairy products, 
beef, and apples. And a continued decline can be looked 
for in most grain products, potatoes, and lamb and 
mutton. (See table). Maintenance of the trend toward 
higher-priced foods might mean further rises in the 
index of per capita food consumption on a price- 
weighted basis. 


TAKING THE STARCH OUT 


One of the most striking developments in food con- 
sumption patterns over the past half century has been 
the steady, long-term shrinkage in consumption of the 
starchy staples—flour, cereal products and potatoes. 
Today, on a per capita basis, we are eating about half 
the quantity of these foods as in the 1909-1913 period, 
when flour and cereal products made up nearly one fifth 
of the quantity of food consumed per person. Together 
with potatoes and sweet potatoes, in that earlier period 
they constituted nearly a third of the American diet. 

In the early years of this century, the starches might 
be regarded as the mainstay of the American diet. Flour 
and cereals supplied 37% of the per capita intake of 
calories, far outstripping any other group. They also 
made up 36% of the average diet’s protein consumption, 
55% of the carbohydrate, and around one fourth of the 
iron, thiamine, niacin and folic acid consumption. 

The bulk of the grains consumed were (and still are) 
wheat products, which make up about three fourths of 
the total. The second largest component of this group 
was corn products, which accounted for about 20%. 

The remainder consisted of small amounts of rye, rice, 
oats, barley and miscellaneous grains. In 1909-1913, 
potatoes and sweet potatoes were the leading source for 
ascorbic acid and vitamin A, supplying one third of the 
former and one fourth of the latter. 

Per capita consumption of the flour-cereal group 
today makes up only 10% of the total volume of per 
capita consumption of all foods, 22% of the caloric 
value, 21% of the protein, 38% of the carbohydrate, and 
14% of the folic acid. Its share of iron and niacin still 
stands at about 25% and its share of thiamine and ribo- 


sumption of individual foods per capita, using estimates of retail 
weights multiplied by average retail prices in 1947-1949. Beginning 
in 1941, it pertains to civilian consumption only 

1 This is the medium-high projection of the Bureau of the Census, 
which assumes 1950-1958 fertility rates constant to 1975 

2 For details on how these projections were made, see ““The Long- 
Run Demand for Farm Products,” by Rex F. Daly in Agricultural 
Economics Research, July, 1956 
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flavin has risen to 33% and 14.5%, respectively. En- 
richment of flour, cereals and bread in the past fifteen 
years has been replacing the iron, niacin, riboflavin and 
thiamine lost through the milling and polishing of grain, 
and through reduced consumption of grain. 

Per capita use of potatoes and sweet potatoes has 
fallen from 200 pounds fifty years ago to around 140 
pounds in the late Thirties and to 105 pounds in recent 
years. The combined per capita consumption of potatoes 
and flour and cereal products today comprises only 
about one sixth of the total quantity of food consumed. 

Even though grains and potatoes have receded mate- 
rially from their dominant position, they continue to be 
among the leading sustenants in the American diet. 
There are also doubtless many families, particularly 
those with low incomes, who depend much more heavily 
on the starches than the national averages suggest. 


RED MEAT AND POULTRY 


While meat and poultry have always been traditional 
items in American menus, their importance has grown 
in the past fifteen or twenty years. Since meat products 
are among the more expensive foods,! demand was 
significantly curtailed during the depression of the 
Thirties. In addition, droughts in 1934 and 1936 thinned 
livestock numbers and resulted in reduced supplies of 
meat in the late Thirties. 

During World War II, production of red meat ex- 
panded sharply, owing to heavy accumulation of feed 
grains prior to the war, improved methods in production 
of feed grains, better livestock practices, and relatively 
good weather. Even with greatly expanded production, 
shortages existed, particularly for beef, because of the 
larger requirements of our armed forces and the needs of 
our Allies, coupled with strong domestic demand ex- 
erted by higher incomes. Since consumers could not get 
all the beef they wanted, some of this increased demand 
spilled over into pork, chickens and eggs. And use of the 
latter products also expanded markedly. 

On a per capita basis, consumption of lean pork rose 
from 37 pounds annually in the prewar years to an all- 
time peak of 51 pounds in 1944. In that year, the use of 
fat pork (bacon and salt side) rose to a record high of 
22 pounds compared with about 16 pounds before the 
war. Per capita consumption of chickens and eggs also 
soared during the war—23 pounds for chickens in 1943 
compared with 14 pounds prewar, and 381 eggs in 1945 
compared with 300 prewar. Beef consumption rose to a 
wartime high of 48 pounds in 1942 compared with 43 
pounds in the late Thirties, a very modest increase com- 
pared to the aforementioned products. 

From 1946 to 1948, when red meat became more 
plentiful, there was a dip in poultry consumption. 
Chicken consumption rose again in the Fifties and we 
now consume about 70% more chicken per person than 

1 Expensive foods are those that cost more to produce or market. 
Pound per pound. a larger expenditure of resources is required in the 


production of meat than in most other foods, It takes about ten 
pounds of grain to produce one pound of meat 


we did before the war—24 pounds compared with 14 
pounds in 1940. Turkey consumption has increased from 
2 pounds per person in the mid-Thirties to 5 pounds 
now. As with chickens, the big upturn in egg consump- 
tion started in the early 1940’s when per capita con- 
sumption was around 300 eggs annually as against 360 
eggs in recent years. : 
Compared with prewar, per capita consumption of 
beef has expanded by more than 50%, while lean pork 
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Quantities of nutrients are estimated by the Department of Agriculture on the basis of apparent 
per capita food consumption 


Higher levels for nutrients during the war period than in recent years, suggested by the chart, 
reflect higher levels of per capita apparent consumption of food during the war. This in 
turn reflects a number of factors, including a surge in incomes (particularly for low-income 
groups), shortages of other goods, more strenuous physical work during the war, and 
possibly more wastage in that period of plenty : 


Source: Department of Agriculture 
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and fat pork have each risen only 15%. In recent years, 
per capita consumption of beef has been exceeding lean 
pork by 50%, compared with 15% in the years immedi- 
ately preceding the war. In the early Thirties, lean pork 
was consumed in larger quantities than beef. 

Per capita veal consumption has risen from 7 pounds 
in the prewar period to 8.5 pounds today. Consumption 
of lamb and mutton has receded in the past decade. Per 
capita disappearance has fallen from 6.4 pounds in 1945 
to 3.9 pounds in 1956, because of large-scale liquidation 

of sheep which began during the war. High labor costs 
for sheep handling coupled with better returns from 
other livestock and crops than from lambs and wool are 
mainly responsible for the‘ decline in sheep. 


DAIRY PRODUCTS POPULAR 


Per capita consumption of dairy products from 1909 
through the late Thirties, although fluctuating some- 
what from year to year, demonstrated no pronounced 
change in trend. An uptrend, reflecting higher incomes, 
and scarcities in other foods such as red meat, appeared 
in the early Forties. The peak was reached in 1945, after 
which consumption gradually receded for three years 
and then held fairly steady from 1948 through 1954. 
There has been some upturn in the past two years. 

This general trend of consumption is essentially the 
same as that of fresh whole milk, which normally com- 
prises about three quarters of the retail weight of all 
dairy products. Ice cream, cheese and cultured butter- 
milk have been trending upward fairly steadily for the 
past half-century, and natural buttermilk and skim milk 
have been declining. 

In the early 1900’s, dairy products accounted for a 
little less than one quarter of total food consumed per 
capita; in recent years they have accounted for a bit 
more. Although dairy products supply only 13% of 
average per capita calorie intake, they furnish three 
quarters of the calcium, nearly half of the riboflavin, 
17% of the fat and over 10% of Vitamin A and thiamine. 


CITRUS FRUIT vs. APPLES 


The most spectacular increase in consumption during 
the twentieth century has occurred in citrus fruits.! 
Since the early 1900’s, per capita use of citrus fruit has 
more than quadrupled—from 18 pounds to around 85 
pounds. Oranges, which make up nearly one half of 
citrus fruit consumption, and grapefruit, which make up 
about a fourth, were responsible for most of the increase. 
These tremendous gains are attributable largely to im- 
proved processing and marketing practices (¢.9.» frozen 
juices), educational campaigns, and higher real incomes. 

Per capita demand for apples has decreased from 
around 60 pounds in the early 1900’s to around 23 
pounds today. One reason for the divergent trends in 
these fruits is their relative price movements—prices of 
ranges and grapefruit have fallen considerably since 
the 1920’s, while apple prices have risen. 


1 Jn all forms, including juices 
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Per capita utilization of leafy, green and yellow 
vegetables! has risen from 60 pounds in 1909 to 103 
pounds currently. Some of the reasons for the enormous 
gains in this group are higher incomes, increased nutri- 
tional knowledge, and the growing popularity of salads 
among our increasingly weight-conscious population. 


FATS AND OILS 


Consumption of food fats and oils rose per capita 
about 15% from 1909 to the late 1920’s, and has re- 
mained fairly stable in the past three decades. However, 
within the group there have been some notable shifts. 
Per capita use of butter has fallen from 18 pounds fifty 
years ago to 9 pounds today, while margarine has risen 
from about 1 pound to 8 pounds. Lard, shortening, 
bacon and salt side have not changed appreciably, but 
mayonnaise, salad oils and salad dressings have trended 
sharply upward. 


NUTRIENT CHANGES 


The shift in patterns of food consumption has effected 
substantial changes in the nutrient content of the 
average diet. (See chart on page 236.) Daily per capita 
intake of calories has declined about 8% from the early 
1900’s. Less heavy physical work, growing out of tech- 
nological advances and shorter hours, may have been 
largely responsible for reduction in calorie requirements. 

Large-scale migration from farm to city has also been 
an influence, since the diets of farm people tend to be 
slightly higher in calories than those of city people. The 
number of people living on farms has dwindled from 32 
million, or 35% of total population in 1909, to 22.3 mil- 
lion, or 13% of our total population today. 

More calcium, fat, iron, Vitamin A, thiamine, ribo- 
flavin, niacin, and ascorbic acid are being consumed. 
The increased intake of calcium and fat comes largely 
from the greater use of dairy products, while the rise in 
citrus fruits and leafy, green and yellow vegetables is 
primarily responsible for increases in Vitamin A and 
ascorbic acid. Expanded utilization of iron, thiamine, 
riboflavin, and niacin reflect primarily food enrichment 
programs which became widespread during World War 
IL. The data on these nutrients include quantities added 
to prepared cereals, white flour and bread. 

Protein consumption has declined somewhat and that 
of carbohydrates is some 25% below 1909. The latter is 
explained by the sharp downtrend in consumption of 
grains and potatoes. 

Suiriey S. Horrman 
Division of Business Analysis 


1 Asparagus, lettuce, lima beans, snap beans, carrots, peas, pump- 
kin, squash, spinach, broccoli, Brussels sprouts, etc. 


Presenting and Justifying Your Advertising Budget—A com- 
pendium of articles on this subject which have appeared in 
past issues of Printers’ Ink magazine. By Printers’ Ink 
editors. Printers’ Ink Books, 1957, Pleasantville, New York, 
78 pages. $10.00. 


Retail Price March Slows Down 


A slight rise of 0.1% in March in the retail price level as 
measured by Tue CoNFERENCE Boarp’s consumer price 
index was the smallest for any month in the first quarter 
of 1957. The all-items index for the United States was 
103.7 (1953=100), which was 0.1% above the previous 
month and 2.6% above the year-ago level. 

The purchasing value of the March, 1957, dollar at 
96.4 cents (1953 dollar=100 cents) was 0.1 cent below 
the previous month’s figure and 2.5 cents below that of 
March, 1956. 

Over the month, price increases were recorded for three 
of the five major commodity groups comprising the index. 
The remaining two groups, food and transportation, 
registered declines of 0.1% and 0.4%, respectively. Hous- 
ing costs were up 0.4% and sundries 0.8%, while apparel 
showed a smaller increase of 0.1%. 


Price Declines 
Food prices were erratic during the first quarter of 
1957. They moved down in January, up in February, to 


decline in beef prices, were slightly higher over the 
month. Poultry, which had been on the bargain counter 
throughout the last half of 1956 and in January, 1957, 
was 1.0% higher in March, Lesser increases were reported 
for pork, other meats and fish. Cereal and bakery prod- 
ucts rose 0.4%. The “other food at home” group remained 
unchanged with price decreases for coffee balancing in- 
creases for fats and oils and sugar. 

Transportation costs declined 0.4%, despite a modest 
increase in public transportation charges. The lower costs 
were the result of weaker prices for new as well as used cars. 


Price Increases 

Housing costs rose in all categories except rent. House- 
hold operations, furniture and equipment and repair and 
improvement costs, all up 0.4%, went up the most. Fuel, 
power and water rose 0.1%. Apparel costs rose slightly as 
fractional increases were reported for both men’s‘ and 
women’s apparel as well as for dry cleaning and shoe 
repair. The advance of the sundries index came from 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 
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turn down again in March. This price decline was the 
result of substantial decreases for two groups: dairy 
products and eggs; and fruits and vegetables. Two other 
food groups registered modest increases, while one re- 
mained unchanged. The fruit and vegetable index de- 
clined 0.6%, fresh vegetable prices more than 1%. A down- 
turn of prices for all dairy products and eggs resulted in 
a drop of 0.8%. Meat, fish and poultry, despite a 1.1% 
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98.9 
98.9 
$9.0 
98.8 
98.3 
97.9 
97.8 
97.6 
97.4 
96.9 
96.9 


98.1 


99.5 
99.4 
99.3 
99.1 
99.1 
99.0 
98.9 


99.3 
99.4 


higher costs for personal care, alcoholic beverages and 
tobacco and newspapers. 

Compared with a year ago, prices were higher for all 
commodity groups. Food cost 3.5% more, housing was 
up 2.5%, sundries 2.3% and transportation 2.1%. Apparel 
prices registered a lesser increase of 1.6%. 


Heten B. Jounz 
Division of Consumer Economics 
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Executives Report on: 


[Survey of Business Experience ] 


TREND TOWARD MECHANIZING OFFICE WORK 


emphasis in most of the 177 industrial companies 

participating in this month’s survey of business 
practices. More than four out of five reporting execu- 
tives indicate that their firms have taken steps towards 
mechanization of office work during the past three years, 
and five out of six expect to take some major steps in the 
direction of office automation in 1957. 

However, most of these companies indicate that office 
costs have not been reduced appreciably by such steps. 
The prime benefits are reported to be: (1) more prompt, 
accurate and detailed data and reports on company 
operations, and (2) more efficient processing of corre- 
spondence, invoices, records and the like. 

Developments in office mechanization among survey 
participants run the gamut from the acquisition of auto- 
matic calculators and electric typewriters to the installa- 
tion of electronic data-processing systems. Recently 
instituted changes in office layouts, procedures and 
methods are also frequently mentioned by cooperating 
companies as contributing to more efficient office 
operations. 

The motivating forces behind such moves are de- 
scribed by the president of a nonferrous metals company 
as follows: 


() om AUTOMATION is receiving increased 


“Tt is vitally important to keep abreast of the latest in 
office procedures and facilities. Capable office help is in 
short supply and it is necessary to multiply the productivity 
of those available. In addition, efficient operation of a busi- 
ness organization is dependent on the prompt receipt of 
complete, accurate information in a form that can be readily 
interpreted by management. This information can best be 
provided by the modern office equipment that is now 
available.” 


And the president of a paper and allied products 
company goes as far as to say that “‘competitive survival 
involves constant appraisal of clerical and administra- 
tive processes to determine how paper work can be 
streamlined and handled more automatically.” 

For many of these companies the process of mechan- 
ization of paper work and clerical procedures has con- 
tinually improved, as in the case described by a non- 
ferrous metals company executive who writes: 


“We are currently studying and programming for addi- 
tional intermediate-sized electronic computers and for the 
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possible use of a large-scale electronic computer. We are 
moving wherever practical into the further integration and 
mechanization of our clerical activities. All of this is being 
carefully guided to achieve maximum benefits with the 
minimum impact on our personnel.” 


On the other hand, several firms are planning to de- 
emphasize the use of mechanical devices in several of 
their office operations, as in the case of a construction 
materials firm whose president reports that “the biggest 
change which is contemplated this year is a step away 
from mechanization rather than toward it. Several years 
ago, we decided to put our invoicing on tabulating ma- 
chines, Our experience now leads us to feel that this was 
a mistake, since it delays our preparation of sales sta- 
tistics which are needed for control. We therefore plan 
to adopt one of the simplified invoicing systems which 
involve a minimum of typing and duplication of paper 
work. This will leave our machines free to get out our 
sales statistics at the earliest possible date.” 


FURTHER STUDY NEEDED 


Office operations are under continuing surveillance at 
a number of reporting companies. Several have methods 
and procedures departments which analyze “all forms, 
reports and office procedures in order to eliminate those 
not serving a useful purpose,” and assess “the feasibility 
and value of adapting electronic data processing pro- 
cedures to various office operations.” One refrigeration 
machinery firm plans to send their controller to “a 
school on automation to determine whether there are 
any further applications for mechanization” in their 
accounting operations. 

Another example is that of an inorganic chemical 
company whose secretary-controller reports that “sur- 
vey work was performed by management consultants 
during 1955 and 1956 to check our handling of office 
detail. In addition, we are constantly surveying the 
work we do for elimination of unnecessary collection of 
data and ways of handling paper work more rapidly.” 

Study of the procedures used in the factory to ensure 
efficient production, and consideration of their possible 
application to improvement of office practices is sug- 
gested by the controller of an electrical industrial equip- 
ment firm. He explains that “little effort has been made 
to guide, steer, correct and improve office methods and 
performance. Management could well tear a page from 


Table 1: The Place of Office Operations Supervision in Company Organizations 


Industry 


METAL INDUSTRIES 
Aircraft and parts...........--.-.-- 


Blast furnaces and steel mills......... 


Communication equipment........... 


Electrical industrial equipment....... 


ard warezs roses sock stiles cieciecl sieeve 


Industrial machinery—general........ 


Industrial machinery—specialized..... 


Instruments, controls and apparatus 


n.r.—Not reported 


Company 
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Supervises General Office Operations 


Asst. Secretary—Office Mgr. (P) 
Asst. to Executive Vice-Pres. (P) 


“Division heads” (P) 

Office Manager (F’) 
Department heads (P) 
Manager of Office Services (F) 
Department heads (P) 


Asst. Secretary-Asst. Treasurer (P) 


Office Manager (F) 
Department heads (P) 


Treasurer-Controller (P) 
Controller (P) 
Department heads (P) 


“Division heads” (P) 

Credit Manager (P) 

Office Manager (F) 

Office Manager (F’) 

Manager of Office Procedure (F) 
Asst. Treasurer—Office Mgr. (P) 
General Office Manager (F) 
Division Controller (P) 


Office Service Supervisor (F’) 
Manager of 

Sales Administration (F) 
Office Manager and Treasurer (P) 


Department heads (P) 
Department heads (P) 
Manager, 

Office Management Dept. (F) 
Chief Accountant (P) 
Office Manager (F) 
Department Directors (P) 
Department heads (P) 
Department heads (P) 
Department heads (P) 
Manager of Office Services (F) 
Department heads (P) 
Asst. Controller—Office Mgr. (P) 
Controller (P) 
Department Manager 
Office Manager (P) 
Office Manager (F) 
Office Manager (F) 


Department heads (P) 
Controller (P) 
Office Manager (F’) 


Department heads (P) 
Department heads (P) 


Treasurer (P) 

Office Manager (F) 

Office Service Mgr. 
and Dept. heads (P) 

Office Manager (F) 


Department heads (P) 


Office Manager and Controller (P) 


Office Manager (F) 
Manager, 

Central Office Services (F) 
Office Manager (F) 
Office Manager (F) 
Office Manager (F) 
Department heads (P) 
Department heads (P) 
Controller (P) 


(P)—Part time 
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No. of Years 
Office Manager 


Position Established 


as 


a 


3 
ne. 
Several months 


nr. 
nr. 
5 


(F)—Full time 


Reports to 


President 
Executive Vice-Pres. 


Controller 
Executive Committee 
Assistant Treasurer 


President-Treasurer 
Controller 
Executive Management 


Departmental Vice-Pres. 


Treasurer 


Controller 
Vice-Pres.-General Manager 
Treasurer 

Controller 

Division Manager 


General Services Accountant 
Executive Officer 


Vice-Pres.—Staff Operations 
Secretary 
Vice-Pres.—Accounts & Finance 


Vice-Pres.—Treasurer 
Vice-Pres.— Finance 
Treasurer-Controller 


General Manager 
Controller 


Controller 


General Manager 
President 
Executive Vice-Pres. 


Controller 


Vice-Pres. in Charge of Dept. 
Secretary-Treasurer 


Directors 
Secretary 
Assistant Treasurer 


President 


Vice-Pres. in Charge of Sales 
Secretary and Asst. Controller 


President 
Vice-Pres. 
Controller 
Controller 
Controller 
President 


BUSINESS RECORD 


Table 1: The Place of Office Operation Supervision in Company Organizations—continued 


Industry 


METAL INDUSTRIES (Continued) 
Tron and steel foundries 


eee ete ees eeee 


Metal stamping and coating.......... 


Metalworking machinery............ 


Motor vehicles and parts............ 


Nonferrous metals 


Office equipment. . 


ee 


Refrigeration equipment 


Structural metal products............ 


NONMETAL INDUSTRIES 
Apparel and related products......... 


Chemical—inorganic...........++e. 


Chemical—organic 


n.r.—Not reported 
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Company 
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Supervises General Office Operations 


Office Manager and Dept. heads (P) 
Various individuals (P) 
Department heads (P) 

Office Manager (F) 

Controller (P) 

Department heads (P) 
Department heads (P) 

Office Manager (F) 

Auditor (P) 

Department heads (P) 


Department Supervisors (P) 
Controller (P) 


Office Manager (F) 

Departinent heads (P) 

Office Manager (P) 

Office Manager (P) 

Office Manager (F) 

Office Manager (P) 

General Office Manager (F’) 

Chief Accountant—Office Mgr. (P) 


Controller and Dept. heads (P) 
Secretary—Office Manager (P) 
Systems and Procedure Mgr. (P) 
Department heads (P) 
Asst. Controller and 

Asst. Secretary (P) 


Department heads (P) 

Chief of Office Services (F) 

Secretary (P) 

“Divisional managers” 

Department heads (P) 

Manager, Office Service Dept. (F) 

Asst. Treasurer and Controller (P) 

Office Manager (F) 

Office Manager (P) 

“Division heads” (P) 

Office Manager—Asst. Secretary 
and Asst. Treasurer (P) 


Office Manager (P) 
Controller (P) 


Personnel Director (P) 

Office Manager (F) 

General Office Manager (F’) 
Officer Manager—Controller (P) 


Department heads (P) 
Treasurer (P) 


Treasurer (P) 
Department managers (P) 
Credit Manager (P) 
Department heads (P) 
Asst. Secretary (P) 

Office Manager (F) 


Office Manager (F) 


Department heads (P) 
Executive Vice-Pres. (P) 
Office Manager (F’) 
Office Manager- 

Asst. Treasurer (P) 
Office Manager (F’) 
General Office Manager (F) 


(P)—Part time 
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No. of Years 
Office Manager 
Position Established 


20 


25 
20 


ac 


20 
nt. 


(F)—Full time 


Reports to 


Vice-Pres.—Finance 
Treasurer 

President 

Secretary 

Controller 
Vice-Pres. 

President 


Controller 
General Manager 


Treasurer 


Treasurer and Controller 
Asst. Treasurer 
Treasurer 

General Manager 
President 

General Manager 


Vice-Pres.-Treasurer 
Asst. Controller 
Controller s 


Vice-Pres Controller 


Executive Department 
Vice-Pres. 
Controller 
Controller 


Secretary—Treasurer 


Director of Marketing Research 
President 


Vice-Pres.-Treasurer 
Treasurer 


Vice-Pres.—Chief Financial Officer 


Treasurer 
President 


Treasurer 


Vice-Pres. 


President 
Treasurer 
Pres.-Treasurer 


Manager of Central Services 
Financial Vice-Pres. 


Table 1: The Place of Office Operation Supervision in Company Organizations—continued 
Sean NE nce NCR 


No. of Years 
Industry Company Supervises General Office Operations Office Manager Reports to 


NONMETAL INDUSTRIES (Cont.) 


Construction materials.............. 


Food, beverages and kindred products 


Furniture and fixtures............... 


Leather and leather products........ 


Lumber and products............... 


Paper and allied products............ 


Petroleum refining 


Rubber productsi..-. .-. 0. ees levee 


Textile mill products 


ee ee a? 


n.r.—Not reported 
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Manager of Office Services (F) 
Department heads (P) 

Office Manager (P) 

Office Manager (F) 

General Office Manager (F) 
General Office Manager (F’) 
Controller (P) 


Office Manager (F) 


Treasurer, Sect’s, Dept. Directors (P) 


Controller (P) 
Department heads (P) 
Office Manager (/’) 
Collection Manager (P) 
Department heads (P) 
Office Manager (F) 
Office Service Manager (F) 
Office Manager— 

Chief Accountant (P) 
Office Manager (P) 


Office Manager (F’) 
Office Manager— 

Asst. Secretary (P) 
Office Manager (F) 
General Office Manager (F) 
“Division Heads” (P) 


Office Manager—Controller (P) 


Department heads (P) 
Controller (P) 
Controller (P) 


Office Manager (F) 
Department heads (P) 


Controller (P) 


Office Manager (F) 
Department heads (P) 
Personnel Manager (P) 


Office Manager (F) 

Office Manager (F) 

Office Personnel Manager (P) 
Controller (P) 


Office Manager—Controller (P) 
Department heads 

and Asst. Controller (P) 
Department managers (P) 
Department managers (P) 
Asst. Treasurer— 

Mgr. of Office Services (P) 
Supervising accountants (P) 
Controller (P) 


Mill Manager (P) 

Office Manager— 
Asst. Treasurer (P) 

Department heads (P) 


Sales Service Manager (P) 
Department heads (P) 
Accountant (P) 
Controller (P) 

Asst. Treasurer (P) 
Treasurer (P) 

Controller (P) 

Office Manager (F) 


(P)—Part time 
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Position Established 


nr. 


nt. 


20 
15 


nr. 
(F)—Full time 


Treasurer ; 
Manager, Building Section 
Treasurer 


President and Board of Directors 


Treasurer 

Secretary-Treasurer 

Treasurer 

President 

Vice-Pres. and Secretary 
Financial Vice-Pres. 

Pres. and Executive Committee 


Secretary-Treasurer 
Treasurer and Controller 


Controller 


President 
President 
Executive Vice-Pres. 


Treasurer 


President 

Controller 
Treasurer 

President 
Vice-Pres.— Finance 
Asst. Treasurer 
Treasurer 


Vice-Pres. 


Asst. Controllers 
Executive Vice-Pres. 


Treasurer 


Vice-Pres. 
Treasurer 
Treasurer 
Treasurer 


Treasurer 
Controller 
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their own book of experience—namely the factory —and 
More specifically the machine operator. Industry has 
provided him with all the services that can properly 
justify a return on investment. Such services and incen- 
tives include blueprints that are easy to read, push- 
button-operated lathes, detailed descriptions of how and 
when the work should be done, the adoption of incentive 
payment plans, and an array of other services that tend 
to make the operator more productive and efficient. 
“Management as a whole has not applied the same 
principles to the office area and the results reflect it.” 


BENEFITS OF MECHANIZATION 


Mechanization of office work, while not reducing 
costs substantially at most cooperating companies, has 
increased the volume, accuracy and timeliness of the 
work produced. For example, an executive of lumber 
products points out that “‘mechanization of our office 
work in the past three years has not accomplished any 
reduction of office costs, but it has tremendously in- 
creased the data obtainable. It has also relieved foremen 
and supervisors of a considerable amount of paper work 
which is now performed by the tabulation department.” 

Sunilarly, the president of an apparel products com- 
pany reports that “office automation has not reduced 
our clerical force appreciably, but our payroll work is 
completed and reports and other information are re- 
ceived by the various departments earlier than other- 
wise possible.” 

In a like vein, one petroleum producer writes: 


“‘We found in our company that many of our control and 
office practices were obsolete in that the information was 
provided so late as to be practically worthless. We also 
found that many of the policies under which we made de- 
cisions were poorly supported by factual data. Now the flow 
of information reaching management through the use of 
machines has greatly relieved the responsibility for decisions 
being made without complete information.” 


Several firms report that the advantages gained from 
automatic devices are not always directly measurable. 
The treasurer of a communications equipment company 
first points out that often the “maximum benefits to be 
derived from installation of mechanical equipment can- 
not be realized immediately.”’ He further states that 
“some of the benefits owing to mechanization of clerical 
functions cannot be measured precisely. For example, 
we now are providing our production foremen with 
daily tabulations of the output of individual employees 
in relation to labor standards which enables them to 
exercise tighter day-to-day control. The cost of provid- 
ing such information by manual means would have been 
prohibitive. We know that there has been improvement 
in our labor costs, but cannot say how much may be 
attributable to the daily information given to the 
foremen.” 

Better control of office costs has resulted from me- 
chanization of office operations, according to several 
cooperating firms. In one instruments, controls and 
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apparatus company, the controller finds that as a result 
his company has been “more successful in controlling 
office costs than other areas of cost.” 

And a handful of firms report that their recent steps 
towards mechanization are expected to lower office costs 
perceptibly. “Certain operations,” reports the secretary- 
treasurer of a construction materials company, “‘will be 
performed by approximately eight employees instead of 
the eighteen we had previously.” 

Yet the growing volume of information now available 
from mechanized offices has prompted one producer of 
lumber products to remark that “it is quite possible we 
are producing more statistical information than the 
operating departments are able to digest.”’ And a few 
other firms are concerned that they are not able to show 
any economies in over-all office costs. “In fact,” com- 
plains the president of one such company, “our office 
costs are considerably higher than they were with the 
old manual methods.” 


THE THREE-YEAR LULL 


Only thirty-two out of 177 reporting companies have 
not furthered mechanization of their office work in the 
past three years. However, fifteen of these firms intend 
to instal some types of automatic office equipment 
within the next year. 

Two other companies are awaiting results of recent 
studies before deciding whether to institute more auto- 
mation in their office procedures. 


A food company describes some of the major re- 
sponsibilities of its office manager as follows: 


@ “Operates and maintains efficient communications 
facilities, including telephone, telegraph, mail and 
messenger services within the general offices and,. as 
appropriate, to other areas. 

e “As required, operates and maintains a reproduc- 
tion service, including such facilities as mimeograph, 
photostat and multilith. 

e “Operates a central stenographic and typing 
service. 

e Provides a reception service for the general 
offices. 

e ‘Provides services for the receiving, storage and 
shipping of equipment, stores, furniture and other items 
as necessary. 

e “Purchases, stores and distributes such supplies 
and other office materials as are required. 

@ ‘Recommends and, as requested, tests, selects and 
purchases office machines and equipment for the 
general offices. Provides, on request, the corporate- 
wide transfer of office machines and equipment. 

e “Negotiates and finalizes, on a corporate-wide 
basis, office service machine contracts, requesting 
cooperation with other areas as necessary.” 
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The remaining fifteen companies do not plan any 
mechanical improvements of office operations during the 
next year. Included in this group are several small com- 
panies that are finding it difficult to justify the use of 
expensive automatic equipment. The treasurer of one 
firm producing specialized industrial machinery writes: 
‘“Mechanization, where applicable, obviously can cut 
office costs, but in a relatively small operation such as 
ours the potential extent of mechanization is distinctly 
limited. Many office equipment systems are geared pri- 
marily to large volume operations and more flexible 
setups are apt to be proportionately overpriced.” 

Other firms report “the expenses involved in major 
mechanizations are too great to establish any clear-cut 
advantages.” One producer of nonferrous metals has not 
taken steps in the direction of major mechanization 
since he finds it difficult “‘to evaluate the relative merits 
of mechanical office equipment on the market because 
the models and innovations are changing too fast.” 

Thirty out of the 177 companies cooperating in this 
survey report that they are definitely not going to instal 
new automatic office equipment during the coming 
twelve months. In a number of instances this results 
from the fact that, as one of them says, “our mechaniza- 
tion of office work has been so thoroughly achieved we 
do not contemplate any important further require- 
ments.” Fifteen of these companies point out that they 
have purchased some automatic equipment within the 
past three years. 


TYPES OF AUTOMATIC INSTALLATIONS 


Many types of mechanized equipment are mentioned 
by respondents as contributing toward increased office 
productivity. One firm has “replaced old-style calcula- 
tors and adding machines with newer models, and in- 
stalled addressing equipment.” Other firms have “‘added 
electric typewriters, belt-type dictating machines and 
modern high-speed copying and duplicating equipment.” 

Thirty-seven reporting companies specifically men- 
tion using complex electronic computers. In fact, one 
large petroleum-refining firm is presently operating its 
two electronic data-processing machines on a routine 
basis in such diverse applications as “manpower plan- 


Table 2: To Whom Office Manager Reports and Number of 
Years Position Has Been Established 


Number of Years Position Established 


Over Not 
Reports to: 0-5 6-10 | 11-15 15 |Reported| Total 
Number of Companies 

President or executive 

‘committee. 7.2... =F es 1 2 3 6 
Vice-presidential level.| 2 3 1 8 4 13 

reasurer or controller. 4 3 Q 12 Q1 
Other em oe 3 1 1 7 12 
Not reported........ 5 Se 4 9 

plotalve se ee 14 7 Q 8 30 61 


ning, timekeeping, sickness benefit administration, pay- 
roll, financial and cost accounting, inventory control 
and purchasing, property records and reports, product 
blending, engineering calculations, refinery-running plans 
and miscellaneous mathematical work.” 

However, a rubber products firm currently using less 
elaborate tabulating equipment plans to “tread lightly 
in the field of electronics until such equipment is made 
available to the smaller companies at lower costs.” At 
least one company reports continuing “the expansion of 
conventional tabulating installations as a preliminary 
to electronic data-processing devices.” 

Other firms report a miscellany of office devices, 
systems and procedures that are helping to improve 
office efficiency. These include “greater utilization of 
microfilming,” “installation of a pneumatic tube system 
between departments,” “photographic reproduction of 
factory and operation orders,” “‘standardization of filing 
systems,” “use of a stenographic pool,” “creating an 
atmosphere of cost consciousness by training people in 
the techniques of work simplification” and “installation 
of an electric mail opener with automatic feed to speed 
the handling of incoming mail.” 

The vice-president of a metalworking machinery com- 
pany reports that his firm has increased office efficiency 
by “redesigning floor space to provide for a smoother 
flow of work and to make records and files more ac- 
cessible. In addition, office morale was improved and 
work output increased owing to the installation of air 
conditioning and better lighting.” A producer of struc- 
tural metal products hopes by “renting temporary 
clerical help to handle peak loads so that our permanent 
force may be kept at levels of full utilization.” 

In an effort to lower office and clerical costs, survey 
participants in several instances are moving toward 
centralizing and integrating office activities. In one case, 
this involves “centralizing similar activities that have 
been handled in separate departments.”’ Mechanization 
of office work has progressed rapidly and successfully in 
another firm where the next step will be “integration 
and standardization of existing mechanized sales analy- 
sis and expense reporting procedures of our several man- 
ufacturing divisions.” 


SUPERVISION OF OFFICE OPERATION 


More than one third of the 177 firms participating in 
this survey report having an employee with the title of 
office manager (or some variant) supervising the opera- 
tions of the general office. In almost all cases, these 
duties take up the full time of the office manager. The 
position of office manager was created in one company 
“out of necessity for a person to be fully responsible for 
general office procedures.” 

The establishment of an office manager in charge of 
the general office is a relatively recent development in 
almost one half the thirty-one companies reporting on 
this point. Fourteen indicate that the position of office 
manager in their companies has been in existence less 


BUSINESS RECORD 


than five years. On the other hand, in eight firms, the 
position has been in operation more than fifteen years. 


(See table 2). 
DUTIES OF THE OFFICE MANAGER 


There is general agreement among reporting com- 
panies on the duties of the full-time office manager. 
Included almost without exception are such duties as 
supervision of stenographic and transcribing services; 
printing and reproduction facilities; purchase, mainte- 
nance, and storage of office supplies and equipment; 
mailroom, telephone, telegraph and teletype services; 
and messengers, office boys and receptionists. 

Other duties less frequently assigned to the full-time 
office manager, according to cooperating firms, are “‘se- 
lection, placement and training of all clerical person- 
nel,” “maintaining central sales and general files,” 
“supplying janitorial and elevator service,” and “‘recom- 
mending improvements on office layout.” 

Other office managers, such as one in a metalworking 
machinery company, “consult with various department 
heads on policy and coordinate the various functions of 
the general office.” Some “‘direct the planning and co- 
ordination of the company’s forms control, records 
management and office work simplification programs.” 
Still others “develop and recommend corporate-wide 
record retention and destruction policies and practices; 
advise on and, as requested, design business forms and 
records for corporate-wide use; provide facilities for the 
storage of general office records, insuring their avail- 
ability and protection.” 

Duties of the full-time office manager rarely men- 
tioned by executives participating in this survey include 
“maintenance of outside areas and parking lots,” “‘pro- 
viding interplant transportation and chauffeur service,” 
and “procurement of travel tickets and hotel reserva- 
tions.” In the case of one firm whose general offices are 
located outside the central city, the office manager is 
responsible for “‘the operation of an employee cafeteria 
and other food service facilities; the supervision of the 
operation of all concessions at the general offices; and 
providing bus and other transportation services to 
facilitate travel to and from the general offices.” 

The office manager in several companies performs 
duties that are closely associated with the personnel or 
accounting functions. In one such case, the office man- 
ager of a refrigeration machinery firm “handles salary 
administration of office employees, is responsible for 
office payroll, prepares payroll tax returns, and handles 
payroll accounting for the entire company.” In another 
firm, the office manager assumes responsibility for 
“credits and collections.” 

Of the fifty-two companies providing information 
regarding the immediate supervisor of the office man- 
ager, twenty-one indicate that the office manager is 
directly responsible to either the company treasurer or 
controller. In six other cases, the president or executive 
committee has direct authority over the office manager, 
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The office manager of an apparel company is 
responsible for “central stenographic services, com- 
munications and printing services and control of 
stationery and office supply items.” In addition, he is 
concerned with “the purchase of all office equipment 
used not only in the general office but throughout the 
company. Such equipment includes office furniture, file 
cabinets, dictating devices, typewriters, calculators, 
etc. It is also his responsibility to review the service 
contracts for office equipment and provide for its 
proper maintenance and replacement.” 


while in thirteen firms the office manager reports to an 
executive at the vice-presidential level. The remaining 
twelve companies show a variety of organizational ar- 
rangements. (See table 1.) 

The management of the general office in two fifths of 
the 177 reporting companies is assigned to an individual 
who devotes part of his time to this activity. He has a 
variety of titles such as controller, treasurer, chief 
accountant-office manager, and office manager-control- 
ler. (See table 1.) A paper products company that does 
not have a full-time office manager has “delegated 
to the controller the supervision of such office-service 
functions as mailing, telephone, receptionist and steno- 
graphic services.”’ Another firm has “‘centralized the 
mail room, duplicating, reproducing and telephone serv- 
ices under the controller.” 

But several companies do not have the over-all opera- 
tion of the general office under any one individual. For 
example, in one firm “the treasurer has over-all respon- 
sibility for office services, the secretary supervises build- 
ing services, and the director of personnel administra- 
tion provides personnel services.” 

The remaining one fourth of the 177 cooperating com- 
panies report that their general office is ‘“departmen- 
talized, with each director responsible for the supervi- 
sion of the office functions of his department.” 

In one company, “each major department handles its 
own general office personnel, while the secretary of the 
corporation acts as a general coordinator.” In another, 
“the treasurer is adviser and consultant on general 
office administrative matters and is largely responsible 
for the development of office-procedural and personnel 
policy.” 


SALES AND FACTORY OFFICES 


The clerical and service operations at the branch sales 
offices and factory offices in one sixth of close to one- 
hundred companies commenting on this point are en- 
trusted to an office supervisor or manager. 

However, those individuals reported as most com- 
monly responsible for the clerical and office functions 
located outside the general offices are the sales managers 
and plant managers or works controllers. Typical is the 
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Job Description—General Office Manager 


1. Responsible for directing, supervising, coordinat- 
ing and periodically checking the work of the general 
office personnel 

2. Through subordinate supervisors, is responsible for 
the proper functioning of the following office services: 

. Printing 

. Central transcribing 

. Cafeterias 

. General filing 

. Mailing 

. Stationery 

. Telephone and telegraph 

. Janitor service, elevators, interplant transporta- 
tion 

3. Responsible for the maintenance of office buildings 
and equipment, and supervises the necessary construc- 
tion and alteration in connection therewith 

4. Plans and selects furniture and equipment for 
executive and other offices 

5. Approves all purchase requisitions for office equip- 
ment and supplies. Investigates requests for special 
equipment 

6. Collaborates with the sales department on re- 
quests from field offices for office furniture and equip- 
ment 

7. Responsible for collaborating in the handling of 
complaints, requests for transfers and other matters 
affecting the discipline and welfare of office workers 

8. Responsible for the coordination between depart- 
ments to insure standard and uniform clerical pro- 
cedures (i.e., filing methods, destruction of obsolete 
records, etc.) 

9. Handles miscellaneous assignments as requested 


(Refrigeration machinery) 


organization of a blast furnace and steel-mill company 
whose treasurer explains: 


“Our sales offices are all under the supervision of district 
managers. Substantially all of the clerical, accounting and 
similar activities at our factory offices are under the super- 
vision of the works accountant, who reports to the plant 
manager.” 


A number of cooperators report that the manager of 
the general office acts in an advisory capacity to the 
district sales managers and factory managers. In thirty- 
five reporting companies, this type of control is extended 
to the sales offices, and forty-two report such an arrange- 
ment holding for the factory offices. 

For example, the office manager of an apparel com- 
pany, in addition to his direct responsibility for the 
activities of the general office, has “functional authority 
over the clerical personnel in other office divisions (sales, 
manufacturing, purchasing, etc.). Such personnel are 
under the line authority of the executives in these other 
divisions, but they are, nevertheless, subject to the office 


rules and regulations determined by the general office 
manager.” 

The advisory control of the general office supervisor 
over the sales and factory offices in a general industrial 
machinery firm pertains to “systems, procedures, and 
purchase of office equipment.’’ One steel producer indi- 
cates that the general office manager frequently advises 
all officers in such matters as “office layout and com- 
munication.” This firm also has a separate clerical 
methods department which “conducts studies of and 
prescribes methods to be used for all types of clerical 
work throughout the company.” 

Several cooperators indicate that their supervisor of 
the general office coordinates the various functions of 
the general and branch offices. The treasurer of a spe- 
cialized industrial machinery company believes that 
this is the area where his company has been deficient 
and as a result expects “‘to do a closer job of coordina- 
tion, at least at the policy level, between the main office 
and the other plants.” 

Less frequently mentioned (fourteen companies) are 
those cases where the supervisor of the general office 
exerts direct control over the office operations of the 
sales and/or factory offices. In one of these companies, 
the general office manager has “supervisory control over 
the sales offices, but very little contact with the factory 
office, except for company policies.” 

Several companies have eliminated much of the 
clerical activity at the sales and factory offices. The 
vice-president of one such company writes that “be- 
cause we have centralized most of our clerical opera- 
tions, we have been able to keep the clerical work in the 
branch plants and offices at a minimum.” 


THE “PUSH-BUTTON” ERA 


Many executives participating in this survey have 
great hopes regarding office automation’s contribution 
to scientific management in the years to come. Typical 
are the views of one executive in a rubber products 
company who reports that “‘the giant strides being made 
by business-machine manufacturers combined with in- 
novations in systems and procedures will definitely 
revolutionize the ability of a general office to operate 
more efficiently at a lower cost.” Further optimism is 
expressed by a communication equipment firm treasurer: 


“The greatest amount of industrial progress during the 
next ten years or so will stem from automation of office 
functions. Within the broad purview of operations research, 
there probably will develop a much greater degree of co- 
ordination of interrelated clerical functions than generally 
exists today. In other words, there will not only be greater 
centralization of the analysis of basic data, but the opera- 
tions of the various segments of individual enterprises will 
be largely guided by programming dictated by the results of 
data processing of a higher order than is generally known 
today.” 

James C. APICELLA 
G. CLtark THompson 
Division of Business Practices 
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SELECTED BUSINESS INDICATORS IN CANADA 


NOTE: These data are published quarterly in The Business Conference Board's Canadian Office to supplement the 
Record recapitulating monthly data sheets issued by The Chartbook of Current Business Trends in Canada. 


Boies 1957 1956 


February » | January | December | November] February 


Industrial production 
1935-39 =100 S a. é : 3 275). 
: 1935-39=100 S “Ge i : : 265. 
Manutacturing.¢.....i<.s : 1935-39 =100 S$ a. : : 278 
Durables manufacturing 1935-39 =100 S$ a. : ; 326. 
Nondurables manufacturing 1935-39=100 S .d. : : . 247. 


Wholesale prices 
Generali Indexy. iat. acistaie sic 4 1935-39 =100 : j ; : 222 
Industrial materials 1935-39 = 100 ; : * : 247 ; 
1935-39 = 100 ; ; : ; 199, 


Consumer price index 
All items 1949=100 a: 6 : : 116. 
1949=100 F 6 é 5 109. 
1949=100 ; . 5 3 131. 


Average work week 
All manufacturing.... BGs é ; - 41 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average weekly wages 
All manufacturing 5 Dollars 
Durables manufacturing Dollars 
Nondurables manufacturing Dollars 


Personal income 
Labour income! Billion dollars S A 


Retail trade 
.-| Million dollars S 
Department store sales Million dollars S 
New passenger car sales Million dollars S 
Furniture, radio and appliance dealers] Million dollars S 


Manufacturing: shipments and inventories 
Total shipments during month Million dollars 
Inventory owned at end of month....| Million dollars 
Ratio of inventories to shipments.... * 


Manufacturing: new and unfilled orders 
Unfilled orders Million dollars a. " 72,888 .8 
ING Ws OTdern; cen. co oes = cies leas ...| Million dollars a. : : 71,851.9 
Consumer goods industries. . Million dollars a. : : r 500.6 
Capital goods industries? Million dollars ‘i . 4 r 147.4 
Export industries? ..| Million dollars ay A ; ry 311.0 


Farm cash income 
Farm prices of agricultural products. .| 1935-39 =100 
Prices of commodities and services 
used by farmers 1935-39 = 100 


Exports 
To all countries...... oars eT ..-| Million dollars 
To the United States.. : Million dollars 
Total value of exports 1949=100 S$ 
Average export prices 1948=100 


Imports 
From all countries she Million dollars 
From the United States.. Million dollars 
Total value of imports 1949=100 S 
Average import prices 1948=100 


Commodity trade balance 
With all countries...... Kater aiarreaie’s Million dollars 
With the United States Million dollars 


United States dollar in 
Canadian funds .-.---+---+--. salthetes Canadian dollars 


Money supply and bank loans 
Money aueely! ..| Million dollars t 5,812 
Loans in Canada’. ..«...00.» enone Million dollars HOR 5,304 tt 5,397 
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SELECTED BUSINESS INDICATORS IN CANADA (Continued) 


Chart- 
book 
Page** 


Series 


Structure of interest rates 
Bank of Canada discount ratef.....] Per cent 
47 15-year government bonds’......... Per cent 
3-month Treasury bills®’..... Deve sterete | eLCene 
High-grade corporate bonds®........| Per cent 


Common stock prices 
eoeiS Hot: S035 FOGUOOS ...| 1935-39 = 100 
49 | Industrials.......... BE Soccer ee 1935-39 = 100 
(Witilities (ira. seveieleis ot clei ckel steisieroluistas « 1935-39 = 100 


Basevmetalsi: vc devsiisis eleicte etetetsre.sietetes 1935-39 = 100 


t The money supply series plotted in the Charthook of Current Business Trends in 
Canada has been discontinued by the Bank of Canada, being replaced by a con- 
ceptually different series which will be shown in the next edition of the Chartbook, 

‘or the new series, see the Bank of Canada Statistical Summary, February 1957 
page 43.) 


Chart- 
book 
Page** 


Series 


5 Gross national product 


TOCA cera ctoe eek etecae th aretha bare Sars ee aits Billion dollars S A 


Employment and unemployment” 
Civilian labour force........ 


Nonfarm employment........ 


Personal Income 
TL Otalletin. ddere geste eters piace ers : 


Consumer credit outstanding!” 
Totalarseieesie reese wer cccece 
25 Instalment credit. 22202122! TTDI] Miltion dollars 
Cash personal loans.... ..| Million dollars 
Charge accounts.......... AGRO G GER Million dollars 


-| Million dollars 


coerce ee 


New business investment 
Total plant and equipment.......... Million dollars S 
Nonresidential construction......... Million dollars S 
Machinery and equipment....... Million dollars S 
Change in business inventories....... Million dollars S 


New construction 
PL OUAL Ss S.cieterss-snerevers Shon Gob ObSS OU 
Nonresidential........ 
Residential........ Bit sreleterc 


.....| Thousand persons S$ 
13 Employment weenie aes Thousand persons S 
...-| Thousand persons S 
Unemployment. .............2008- Per cent of labour force S 


Billion dollars S A 
21 Personal disposable income.......... Billion dollars S A 
Personal consumption expenditure....| Billion dollars S A 
Personalisaving stniscce es ccs ciel c cis are Billion dollars S A 


Million dollars S A 
eeecceeeeee| Million dollars S A 
.| Million dollars S A 
Dwelling units started.............. Thousand units S A 


January | December | November| February 


February ~p 


4.00 
4.03 
3.45 
5.16 


263.2 
276.0 
203.6 
243.2 


1957, figures for total loans of the chartered banks are not 


tt Beginning Jaauary 31 inal -adijustanents el 


strictly comparable with those for earlier dates, owing to & 
the valuation of bank assets 


——_——————||_ | 


Corporation profits 
All industries before taxes...........} Million dollars S 
All industries before taxes...........| Million dollars 
All industries after taxes............| Million dollars 
Manufacturing after taxes........... Million dollars 
Mining, quarrying and oil wells 
Gfler taxes's SNe eeie se ssorcneie eee Million dollars 


Farm income and prices 
Total farm cash income............. Million dollars 


Money supply and bank loans 
4 5 Loans to manufacturers and 
construction contractors........ .-| Million dollars 
Loans to merchandisers............. Million dollars 


Federal budget receipts and expenditures 
51 RECeIPIS) Th vevertete emer ae aais Million dollars 
Fexpenditucess eect ...| Million dollars 
Cumulative surplus or deficit!8....... Million dollars 


Sources Dominion Bureau of Statistics; Bank of Canada; McLeod, Young, Weir 
and Company; Department of Finance; Taz ConrerENcE Boarp 


, 1 Including wages and salaries and supplementary labour income. ? Including such 
industries as heavy ober: agricultural implements, machine tools and industrial 
machinery, but exclu g construction as well as motor vehicles and related industries, 
Including such industries as flour milling, sawmilling, pulp and paper, nonferrous 
metal smelting and refining. 4 Currency and active deposits, excluding government 
deposits and float, at end of month, 5 At end of each month; excluding day-to-day 
loans and insured residential mortgage loans, * From November 1, 1956, rate as of 
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-_——— | | 


1,579.9 1,550.7 
721.0 739.1 


———— | 


1,435.6 
703.6 


1,219.3 
1,166.9 
+272.9 


1,153.5 
933.1 
+220.4 


1,313.4 
1,402.6 
=33..1 


Thursday nearest middle of month, Previous rates are those prevailing at fifteenth of 
each month, with effective dates of change shown in parentheses, 7 As of fifteenth of 
each month. ® Tender nearest fifteenth of month. * Beginning of each month. 1° Mid- 
dle month of each quarter, 4 Persons without jobs and seeking work. 12 Estimate as 
of the end of each quarter. ™ Fiscal year beginning April 1st. S-seasonally adjusted. 
A-annual rate, b-January, 1956 for monthly data. p-preliminary. r-revised. * End-of- 
poe snventony, divide og sipueats pag, hasan n.a,-not available, **Chart 
ook of Current Business Trends in Canada, Tom ConrerEeNnce Boarp, iS i 
available to Board Associates on request Be tate ote 
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Studies in Business Economics 


No. 56— Wage Inflation (In press) 
No. 55—Statistical Handbook of the U.S.S.R. 
No. 54—The Business Outlook, 1957 
No. 53—Interest Rates and Monetary Policy 
No, 52—Income and Resources of Older People 
No, 51—Productivity in Industry 
No. 50—The Economics of Consumer Debt 
No. 49—The Business Outlook, 1956 
No. 48—The “Fair Trade” Question 
No. 47—Growth Patterns of States 
No. 46—The Business Outlook, 1955 
No. 45—Convertibility and Foreign Trade 
‘ No. 44—Industrial Russia—The New Competitor 
No. 43—Shall We Return te a Gold Standard—Now? 
No. 40—The Economics of Tariffs 
No. 39—Growth Patterns of Cities 
No. 38—CEA: Retrospect and Prospect 
No. 36—Resources: From Abundance to Scarcity by 19752 
No. 33—Credit Policy: Recent European Experience 
No. 32—Growth Patterns in Industry 
No, 30—Strike Controls in Essential Industries 
No, 29—Defense Economics—CEA Model 
No. 28—Key Materials; Current Supply and Outlook 
No. 24—Economics of the Work Week 
No. 23—When Should Wages Be Increased? 
No. 18—America’s Mineral Resource Position 
No. 15—Behavior of Wages 
No. 10—Dividend Policy and Tax Problems 
No. 9—The “Miracle” of Productivity 
No. 6—Full Employment and Scarcity 


In the April Management Record 


Financing Group Insurance Programs—The outstanding change in group insurance 
over the past several years has been the trend toward noncontributory plans. Employers 
are paying a larger percentage of the premium or they are paying the full amount, 
according to a Conference Board survey of 187 companies whose insurance plans were 
also studied in 1949. This article also points out that coverage is expanding. Some com- 
panies now provide major medical insurance, and more are extending basic medical 
insurance to retired employees. 


The Shorter Workweek—Amid increasing reports of union demands for a shorter work- 
week in the near future, this Round Table covers the views of both management and labor. 
Each of the participants has his own ideas as to what the shorter workweek would mean 
to business, labor and the consumer. And actual past experience with shorter hours is 
discussed in terms of productivity, leisure and income. 


The Use of Bargaining Books in Negotiations—With today's complex union con- 
tracts, both management and labor negotiators operate under a heavy burden. They 
must be ready to deal with any question or demand that arises at the bargaining table. 
To help them be prepared, many companies and unions set up bargaining books. This 
article discusses how these books are used and what goes in them. 


The IUD Clearing House—As one of its functions, the Industrial Union Department of the 
AFL-CIO acts as a clearing house through which its affiliates can work together. In line 
with this, it has set up three types of committees—industry group committees, technical 
committees and joint committees—that bring unions in related industries together to 
explore common problems. “Labor Press Highlights” discusses these committees and what 
each hopes to accomplish. 
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I is aon to be used—this third edition of the 
Chartbook of Current Business Trends. It is some- 
thing special and we believe unique. We want to 
send it to you (that is why we print it) providing you 
intend to use it. And to use it now, time (to which the 
chartbook relates happenings) being its later 


me having caught up with 
pe you saw a copy of this 
sent to all 


Hence the new edition, 
the dying edition. We he 
previous edition which was automaticall 
Associates. And seeing it, that you got around to 
using it—and did not confuse it with our other 
chartbook, announced on this page last month. 


monthly recordings of busi 


If you ind 100-plus views of business from a 100- 
plus angles too many, then use only as many as 
your needs dictate. What is important is that the 
chartbook can help you see, as you make the lines 
on the charts grow longer, what is happening to 
business, both in particular and as a whole, against 
the background of recent months, quarters, years. 


It will be worth your _ 
time to ask—today— 
for your copy. 


